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I I

1 1. INTRQDUQTIUN,

2

3 Q. Please state your name and business address.

4

5

My name is David G. Hutchens and my business address is 88 East Broadway, Tucson,

Arizona, 85702.

6

7 Q. Direct, Rebuttal and Settlement Agreement Testimony in this

8

Did you file

proceeding?

9 Yes.

1 0

11 Q. On whose behalf are you filing your Rejoinder Testimony in this proceeding?

1 2

1 3

My Rejoinder Testimony is filed on behalf of Tucson Electric Power Company ("TEP"

or the "Company").

1 4

1 5 Q. What is the purpose of your Testimony?

1 6

1 7

1 8

1 9

The purpose of my Testimony is to discuss the Company's current position on the

residential basic service charge and volumetric tiers, to emphasize the importance of

TEP's proposed changes to the lost fixed cost recovery mechanism ("LFCR") and to

respond to Freeport Minerals Corporation ("Freeport") witness Michael D. Mcgrath.

20

2 1

2 2
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1 11.

2

TEP'S CURRENT POSITION ON THE RESIDENTIAL BASIC SERVICE

CHARGE MD voLU1ylETR1c T.1_E.Rs.

3

4 Q. Is the Company updating its position regarding the residential basic service charge?

5

6

7

8

9

10

11

1 2

1 3

Ye s . While  TEP  be lie ve s  tha t the  re cord s upports  its  initia l propos e d re s ide ntia l ba s ic

s e rvice  cha rge  of $20 pe r month a nd S ta ff" s  initia l propos a l of $17 pe r month, the

Compa ny is  upda ting its  propos a l to be  cons is te nt with (i) the  Commis s ion's  re ce nt

de cis ion in the  UNS  Ele ctric ra te  ca s e ] a nd (ii) the  re comme nda tion s e t forth by S ta ff

witness  Solganick in Surrebutta l Tes timony We now recommend tha t the  Commiss ion

approve  a  ba s ic se rvice  cha rge  of $15 pe r month for s tanda rd two-pa rt re s identia l ra te s

a nd a  $12 monthly ba s ic s e rvice  cha rge  for time -of-us e  ("TOU") a nd thre e -pa rt ra te s .

This  a dditiona l compromise  on the  ba s ic s e rvice  cha rge  is  continge nt upon ha ving two

volumetric ra te  tie rs  as  proposed by the  Company and Staff.

14

1 5

16

1 7

1 8

The  re cord is  cle a r tha t me a ningful ra te  de s ign cha nge s  a re  ne ce s s a ry in orde r to provide

the  Compa ny with a  be tte r opportunity to re cove r its  cos ts . An incre a s e  in the  re s ide ntia l

b a s ic  s e rv ic e  c h a rg e  c o u p le d  with  th e  e lim in a t io n  o f two  v o lu m e tr ic  e n e rg y t ie rs

re pre se nt importa nt s te ps  towa rd this  goa l a nd is  cons is te nt with S ta ff' s  pos ition.3

19

20 The  Re joinde r Te s timonie s  of Cra ig A. Jone s , Richa rd D. Ba chme ie r, a nd Dr. H. Edwin

2 1

2 2

Ove rca s t provide  a dditiona l initia l informa tion re ga rding the  ba s ic s e rvice  cha rge .

23

24

25

26

27
I Decision No. 75697 (August 18, 2016), 66:7-19.
2 Solganick Surrebuttal Testimony, 1311.
3 Solganick Surrebuttal Testimony, 13:2-3 .

2

H H

A.



1 111. LOST FIXED COST RECOVERY MECHANISM.

2

3 Q. What is the purpose of the LFCR?

4 The LFCR, approved as part of a settlement agreement in TEP's last rate case,  was

intended to help the Company recover  fixed cost-related revenue that is lost  due to

Commission Energy Efficiency ("EE") and Distributed Generation ("DG") policies. In

its recent rate order for UNS Electric, the Commission acknowledged that:

5

6

7

8

9

10

11

[w]hen fixed costs are partially recovered from the volumetric energy

charge, and sales of energy decline, a utility may be unable to recover all

of its fixed costs.4

12

13

14

The Commission further stated that:

[t]he LFCR mechanism is not intended to operate as a full De-coupler

mechanism, but rather to collect the lost fixed cost revenues associated

with Commission-mandated programs such as Energy Efficiency and

DG.5

Q. Does the current LFCR "collect the lost fixed cost revenues associated with

Commission-mandated programs such as Energy Efficiency and DG?"6

15

16

17

18

19

20

21

22

23

24

25

26

27

No. Because TEP's current LFCR excludes recovery of lost revenue associated with a

portion of distribution costs and all generation costs, the mechanism does not adequately

address the impact of energy sales lost to DG and EE programs. That shortcoming can be

4 Decision 75697, 122:14-15.
5 Decision No. 75697, 12629-11.
6 Ibid.
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A.

3



1

2

re m e die d without re s orting  to a  full de coupling  m e cha nis m . Ins te a d, TEP  is  s e e king  to

modify the  LFCR de s ign to be tte r re fle ct its  origina l purpos e .

3

4 Q. Briefly summarize the Company's proposed changes to the LFCR.

5

6

7

8

TEP  ha s  p ropos e d m odifying  the  LFCR to m ore  fully re cove r los t fixe d cos t re ve nue s

as s ocia ted with Commis s ion-manda ted DG and EE programs  to a  cap of 2% of tota l re ta il

re ve nue s , up from the  curre nt 1% ca p. The s e  propos e d cha nge s  a ls o re fle ct the  s pirit of

the  Commis s ion's  2010 policy s ta te me nt on de coupling

9

10 Q. Why should more of TEP's lost fixed costs be included in the LFCR?

11

12

13

14

15

16

17

The  curre nt LFCR only re cove rs  a pproxim a te ly 41% of the  los t fixe d cos ts  a s s ocia te d

with  DG  a n d  E E .8  W h ile  th e  im p a c t o f th is  s h o rtc o m in g  m ig h t o n c e  h a ve  b e e n

ma na ge a ble , it is  be coming incre a s ingly unte na ble  in the  fa ce  of growing DG a doption

ra te s  in TEP 's  s e rvice  te rritory a nd the  gra dua l pa ce  of ra te  de s ign cha nge s . Our fixe d

s e rvice  cos ts  unde nia b ly inc lude  the  re ta il juris dic tiona l a m ounts  of dis tribution and

ge ne ra tion a s s e ts . The  re cord in this  ca s e  is  cle a r tha t TEP  re lie s  on volume tric e ne rgy

s a le s  to re cove ry the  ma jority of its  fixe d cos ts . The re fore , the  LFCR s hould be  upda te d

18 to include  these  cos ts .

19

20 Q. Do you agree with Staff witness Solganick that generation assets are "fungible'?"9

21

22

23

No, not a t a ll. Mr. S olga nick s ta te s  tha t ge ne ra tion is  fungible  be ca use , "[E]ne rgy could

be  de live re d to a  ne w cus tome r, a n e xis ting cus tome r us ing s lightly more  e ne rgy, a n

economic deve lopment cus tomer or sold off-sys tem."10 These  specula tive  opportunitie s

24
7

25

26

27

"Revenue decoupling may offer s ignificant advantages over alterative mechanisms for addressing utility
financial dis incentives  to energy efficiency, as  it es tablishes  better certainty of utility recovery of
authorized fixed costs and better aligns utility and customer interests ." (Docket Nos. E-00000J-08-0314 and
G-00000C-08-0314, December 29, 2010).
8 See Rejoinder Testimony of Craig A. Jones.
9 Solganick Surrebuttal, 26:1 l
10 Solganick Surrebuttal, 26: 12-13.
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1

2

3

4

5

6

ha ve  not ye t e me rge d a nd will not like ly ma te ria lize  going forwa rd  g ive n the  s low

e conomic re cove ry in TEP 's  s e rvice  te rritory, de clining e ne rgy s a le s , re duce d us e  pe r

cus tome r, a nd incre a s ing DG ins ta lla tions . Eve n a n unlike ly re turn to TEP 's  his toric

growth le ve ls  would only pa rtia lly mitiga te  the  e ffe cts  of re gula tory la g. Be ca us e  our

ra te s  a re  ba se d on his toric te s t ye a rs  a nd ove rly re lia nt on volume tric cha rge s , TEP  will

continue  to s truggle  to recover its  fixed costs  and earn its  authorized ra te  of re turn.

7

8 Q.

9

Do you agree with Mr. Solganick that generation costs can be recovered through

off-system sales?

1 0

11

1 2

13

No. Unde r our curre nt ra te s , 100% of thos e  s hort-te nn whole s a le  s a le s  a re  a lre a dy

cre dite d ba ck to re ta il cus tome rs  through the  P P FAC. More ove r, a s  de s cribe d in the

Re jo inde r Te s timony o f Ra mondo  J .  Robe y, the  who le s a le  powe r ma rke t in  the

Southwes t is  currently ve ry depre ssed, limiting TEP 's  ability to negotia te  profitable  long-

1 4 te rm contracts .

1 5

1 6 Q. Are  the re  o the r p ropos a ls  tha t would  fu rthe r limit TEP 's  a b ility to  re c ove r its  fixe d

1 7 costs?

1 8 Ye s . The  "buy-th rough" ta riff would  a llow TEP 's  la rge s t cus tome rs  to  "s hop" fo r

1 9

20

2 1

a lte ra tive  e ne rgy re s ource s , limiting the  Compa ny's  a bility to re cove r its  ge ne ra tion

costs  be tween ra te  cases. These  fixed costs  would then need to be  re flected in base  ra tes

in a  future  proceeding, placing the  rest of our customers  a t risk for la rger ra te  increases .

22

23

24

25

RUCO" a nd  AECC" a ls o  p ropos e  a  me cha n is m tha t would  pa s s  th rough  to  re ta il

cus tome rs  the  ma rgins  on ne w long-te rm whole s a le  contra cts  tha t TEP  e nte rs  into

be tween ra te  cases . This  change  would remove  one  of the  few tools  tha t he lps  TEP partly

26

27 11 Ra diga n Surrebutta l, 3: 1-20
12 Higgins  S urrebutta l, 41:21-13.
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1

2

3

4

5

6

offse t the  regula tory lag a ssocia ted with new inves tments  or declining sa le s , and provide

long-te rm be ne fits  to  our re ta il cus tome rs  by a lloca ting portions  of ge ne ra tion a nd

transmiss ion to wholesa le  cus tomers . RUCO's  and AECC's  proposed mechanism a lso is

unfa irly a s ymme trica l, a s  it would not a llow TEP  to re cove r the  cos ts  a s s ocia te d with

long-te rm whole s a le  contra cts  tha t e xpire  be twe e n ra te  ca s e s . P le a s e  re fe r to  the

Re joinde r Tes timony of Ramondo J . Robey for additiona l infonna tion on this  subj e t.

7

8 Q. Why are the Company's proposed LFCR changes so important?

9

1 0

11

1 2

1 3

1 4

1 5

16

1 7

1 8

Even if the  Company's  proposed ra te  des ign changes  a re  approved in this  case , TEP will

re ma in he a vily de pe nde nt on volume tric s a le s  to re cove r its  fixe d cos ts . More ove r,

a ssuming a  Ja nua ry l, 2017 e ffe ctive  da te  for ne w ra te s , the  Compa ny's  sa le s  will ha ve

a lready been impacted by an additiona l 18 months  of EE programs and DG ins ta lla tions

s ince  the  tes t year ending June  30, 2015. At TEP 's  current res identia l sola r adoption ra te ,

this  me a ns  tha t more  tha n 13,000 cus tome rs  will lock in curre nt ra te  de s igns  a nd ne t

me te ring be ne fits , pre se rving the ir a bility to e njoy he a vily subs idize d e le ctric se rvice  for

decades to come. In light of such circumstances , an updated LFCR represents  TEP's  only

re a lis tic  opportunity to  re cove r its  fixe d  s e rvice  cos ts  a nd e a rn  a  fa ir re turn  on  its

investments  without nearly constant, seria l ra te  cases.

1 9

20 Q. Would TEP's proposed changes to the LFCR allow the Company to recover more

revenue than is authorized in this case?2 1

2 2 A.

23

24

No. I would like  to e mpha s ize  tha t e ve n with TEP 's  propos e d modifica tions , the  LFCR

would not a llow the  Company to recove r revenues  tha t a re incrementa l to its  a uthorize d

re ve nue  re quire me nt. The  sole  purpose  of the  LFCR is  to provide  TEP  with re cove ry of

revenues  tha t it othe rwise  would have  collected were  it not for EE and DG.25

26

27

A.

6



1

2

3

4

Q. Would customers benefit from the Company's proposed LFCR changes?

Yes. The LFCR promotes gradualism by phasing in annually a portion of the lost fixed

cost revenues attributable to EE and DG. Including lost fixed cost generation revenues

would serve to mitigate the frequency and magnitude of future rate requests.

Q. Is there sufficient evidence in the record supporting TEP's proposed LFCR

changes?

Yes. The Company's position is discussed and supported extensively in all three rounds

of testimony filed in this docket.

5

6

7

8

9

10

11 Iv. RESPONSE TO FREEPORT MINERALS

MICHAEL D. MCELRATH.

CORPORATION WITNESS

12

13

14 Q. Have you reviewed the Rejoinder Testimony of Freeport witness Michael D.

McElrath?

Yes I have.

Q. Do you agree with Mr. McElrath's testimony that the Sierrita mine is TEP's largest

customer and that the mine provides a tremendous economic benefit to Pima

County and the state of Arizona'?13

Yes, I do.

Q. Do you also agree that Freeport has been experiencing financial difficulties and it

has considered closing down the Sierrita mine?

15

16

17

18

19

20

21

22

23

24

25

26

27

Yes. TEP closely monitors the business developments of many of its large commercial

and industrial customers.

13 McElrath Rejoinder Testimony, 4:25-26, 5: 1-15.

7
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A.
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l l l l l  Lu  I



1 Q.

2

Is it your understanding that energy prices contributed to Freeport's consideration

of shutting down the Sierrita mine?

3

4

5

6

7

8

No. Ba s e d on my unde rs ta nding of the  s itua tion, low commodity price s  we re  the  driving

force  be hind the  curta ilme nt of ope ra tions  a t the  mine . Fre e port's  third qua rte r 2015 S EC

Form 10-Q s ta te d tha t, "During Octobe r 2015, FCX [Fre e port] initia te d a  pla n to  re duce

ope ra ting ra te s  a t its  S ie rrita  mine  in Arizona  in re s pons e  to low coppe r a nd molybde num

price s . Initia lly, the  pla n involve s  ope ra ting the  S ie rrita  mine  a t 50 pe rce nt of its  curre nt

ope ra ting ra te . FCX is  a ls o e va lua ting the  e conomics  of a  full s hutdown."

9

1 0 Q. Mr. Mcgrath states that the shutting down of the Sierrita mine, "...does not seem

11

1 2

to concern TEP enough to make any meaningful buy-through proposal in this rate

proceeding... Please comment on this statement., ,14

13

1 4

15

1 6

17

Conce rn a bout our cus tome rs  a nd a  s upporting a  buy-through ra te  a re  not s ynonymous ..

We  a re  de e ply conce rne d a bout the  long-te rm e conomic  via bility of the  S ie rrita  mine

our s ing le  la rge s t c us tome r a nd  a  huge  e mploye r in  ou r c ommunity. Wh ile  TE P  is

oppos e d  to  the  p ropos e d  buy-th rough  ra te s ,  TE P  is  c on tinu ing  to  a na lyze  ba la nc e d

options  for the  S ie rrita  mine .l5

18

19 Q. If TE P  c o u ld  o ffe r  s o m e  r e lie f t o  F r e e p o r t ,  w o u ld  t h e  S ie r r it a  m in e  c o n t in u e

20 operating at current or increased levels?

2 1

22

23

I think Mr. McElra th is  in a  be tte r pos ition to a ns we r this  que s tion tha n me , howe ve r the

a ns we r s e e ms  s ome wha t obvious . Fre e port's  2l1d qua rte r 2016 pre s e nta tion to inve s tors

highlighte d the  compa ny's  mos t s ignifica nt s e ns itivitie s  to  its  e a rnings  a nd ca s h Hows .

24

25

26

27

14 McElrath Rejoinder Testimony, 6:2-3 .
15 On July 14, 2016, Freeport filed a notice that it intends  to be a party and file  comments  in the
Commiss ion's  docket on Resource Planning and Procurement in 2015 and 2016 (Docket No. E-00000V-
15-0094). Among other things , Freeport reques ts  that the Commiss ion require  the cons ideration of,
"[p]lanned long-te rm commitments  to opt-out of a  utility's  na tive  load genera tion obliga tions  by qua lified
cus tomers  as  a  resource  a lte rna tive  in IP  planning."

8

l  l l
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1 of the  s e ns itivitie s  lis te d re la te d

2

3

All bu t one to cha nge s  in commodity price s . For

example , a  10 cent movement in the  price  of coppe r would cause  a  $260 million change

in Freeport's  ca sh flows . While  lower ene rgy price s  might provide  some  short-te rm re lie f

4 to S ie rrita , price s  for coppe r, molybde num a nd othe r commoditie s  a ppe a r more  like ly to

drive  Freeport's  opera ting decis ions .5

6

7 Q- Does this conclude your Rejoinder Testimony?

8 Ye s .

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

25

26

27
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1 1 . INTRODUCTION.

2

3 Q- Please state your name and business address.

4 My na me  is  S us a n Gra y. My bus ine s s  a ddre s s  is  88 Ea s t Broa dwa y Blvd., Tucs on,

Arizona 85701 .5

6

7 Q. Did you file Direct Testimony and Rebuttal Testimony in this docket?

8 Ye s .

9

10 Q . What is the purpose of your Rejoinder Testimony?

11

12

13

14

15

16

17

18

19

20

21

22

The  purpos e  of my Re joinde r Te s timony is  to re s pond to s ome  of the  more  s ignifica nt

s ta te me nts  ma de  by IBEX's  witne s s  North rup  in  h is  S urre bu tta l Te s timony. Mr.

Northn lp 's  Re bu tta l Te s timony p rovide s  e xa mple s  o f wha t he  cons ide rs  "ma rke d

de te riora tion in the  re lia bility a nd s a fe ty of TEP 's  ope ra tions " a nd include s  picture s  of

s itua tions  tha t Mr. Northrup be lieves  a re  unsafe . We have  examined each and every one  of

the s e  a lle ge d uns a fe  conditions  a nd found his  a s s e rtions  to be  fa ls e . More ove r, it is

unconscionable  tha t Mr. Northrup points  to these  as  examples  of unsafe  conditions , ye t did

not show concern for the  public and employees  to bring these  conditions  to the  a ttention of

the  Compa ny with a ny spe cificity, a t the  time  the  a lle ge d conditions  we re  discove re d. As

previously s ta ted, the  Company has severa l joint sa fe ty programs, an annual assessment of

its  sa fe ty processes , and many we ll-e s tablished channe ls  to report sa fe ty conce rns  to the

Company to have those  concerns immediate ly addressed.

23

24 Q.

25

Do you have any general comments regarding the Company's commitment to safety

and reliability?

26

27

De spite  Mr. Northrup's  mischa ra cte riza tions  to the  contra ry, a s  I ha ve  s ta te d in my Dire ct

a nd Re butta l, TEP  ha s  ma inta ine d a n e xe mpla ry s a fe ty a nd re lia bility re cord a nd ha s

A.

A.

A.

A.

1



I  |

1

2

3

de mons tra te d cons is te nt improve me nt ye a r a fte r ye a r. Mr. North rup 's  comple te ly

unfounded cla ims  tha t the re  has  been "marked de te riora tion in the  re liability and sa fe ty of

TEP 's  ope ra tion" will be  discussed in furthe r de ta il in this  Re joinde r Tes timony.

4

5 II. 1{EL1A_B1L1T_y ALEXI) s4FJ8Ty_.

6

7 Q-

8

9

1 0

On page 1 lines 21-24 and page 2 lines 1-4 of Mr. Northrup's Surrebuttal Testimony,

he states that there has been a "marked deterioration in the reliability and safety of

TEP's operation." To justify his statement, he later refers to the 4kv distribution

system as "antiquated and obsolete." Do you agree?

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

No . While  the  va s t ma jority (ove r 85%) of our cus tome rs  a re  on l3 .8kV dis tribution

sys te ms , our 4kv dis tribution sys te ms  a re  re lia ble  a nd me e t a ll re quire me nts  to re ma in in

s e rvice . In fa ct, 2015 re lia bility da ta  de mons tra te s  tha t the  Compa ny's  4kv a nd l3.8kV

dis tribution sys tems  a re  equa lly a s  re liable . The  ra tio of outages  pe r cus tomer on the  4kv

sys tem was  0.64% ve rsus  0.63% on the  l3.8kV sys tem. While  the  4kv sys tems  a re  olde r,

the  Company has  ma inta ined the  pe rformance  as  demonstra ted by the  re liability s ta tis tics .

The  Compa ny is  conve rting  from 4kv to  l3 .8kV in  a  s tra te g ic , con tro lle d  a nd  cos t

e ffe ctive  ma nne r to improve  ope ra tiona l fle xibility by incre a s ing the  numbe r of l 4kv tie s .

This  will a llow TEP  to s e rve  la rge r cus tome rs  tha n the  4kv s ys te m ca n s upport a nd to

20 reduce  dis tribution system losses .

2 1

2 2 Q. Please respond to Mr. Northrup's accusation about transformers lacking fuses.

23

24

25

26

27

Mr. Northrup a ls o incorre ctly s ta te s  tha t the re  is  not a  fus e  on tra ns forme rs  in the  4kv

s ys te m. In re ce nt dis cus s ions  tha t I pe rs ona lly ha d with Mr. Northrup, he  s howe d me  a

picture  of a  tra ns forme r without a  fus e , s o I be lie ve  this  is  the  s a me  tra ns forme r he  is

re fe re ncing in his  te s timony. The  tra ns forme r in Mr. Northlup's  picture  wa s  a  Comple te ly

S e lf P rote cte d (CS P ) tra ns forme r, which a re  a tta che d dire ctly to  the  line  without a n

2

IH

A.

A.



1

2

3

4

5

6

7

8

9

10

11

12

external cutout or fuse because they have internally mounted circuit breakers and fuselinks

that provide the same fusing capability. Thus, an external fuse is unnecessary for this type

of transformer. However, since 1975, the Company adopted a conventional type of

transfonner that does not have internal breakers or fuselinks, so external cutouts or fuses

are installed in conjunction with the transformer. TEP's Distribution Technical Manual

references the fusing size for 4kv banks on Section 7.6 - Overhead Equipment Protection

Underground Equipment Protection also references the fusing size for

protecting the underground equipment for the 13.8kV and 4kv system. It is the current

TEP standard to install an external fuse with a transformer. Contrary to Mr. Northrup's

assertions, the 4kv system is reliable and the transformers are in fact safely connected.

and section 7.7

Q- On page 2 lines 5-9 of Mr. Northrup's Surrebuttal Testimony, he references an

example of an old, rotted electrical pole that hasn't been "pulled". Please respond to

his testimony.

13

14

15

16

17

18

19

20

21

22

A.

23

24

25

26

27

Third pa rtie s  s uch a s  te le communica tions  compa nie s  commonly ha ve  joint us e  or joint

a ttachment agreements  with TEP, to use  a  portion of the  pole  for the ir equipment such a s

cable  or fibe r. A joint use  agreement is  an a rrangement where  both partie s  a re  owners  of a

pe rce nta ge  of the  pole  tha t is  jointly use d. A third pa rty a tta chme nt a gre e me nt indica te s

tha t the  third pa rty compa ny is  not a  pole  owne r a nd le a se  the  communica tion se ction of

the  pole  from TEP, pe r Fede ra l Communica tion Commiss ion rule s . When TEP replaces  a

pole  with e ithe r a rra nge me nt, TEP  is  re quire d to notify pa rtie s  a nd re que s t tha t the ir

e quipme nt be  tra ns fe rre d to the  ne w pole . Ea ch compa ny is  a llowe d 30 da ys  to tra ns fe r

the ir equipment and assignments  a re  sequentia l, and not scheduled a t the  same time. Afte r

the  fina l transfe r notifica tion has  been rece ived, TEP perfonns  a  post check and schedules

the  pole  for re mova l. Exhibit A of Mr. Northrup's  te s timony doe s  show a  picture  of a  pole

tha t ne e ds  to be  re move d. The  ma nua l proce s s  de s cribe d a bove  wa s  not working ve ry

e ffe c tive ly,  wh ic h  is  like ly wh y th is  p o le  h a s n ' t b e e n  re m o ve d .  Ag a in ,  I fin d  it

3



1

2

disa ppointing tha t Mr. Northrup pre fe rs  to use  re ports  of such conditions  through a  ra te

ca s e  proce e ding ins te a d of notifying the  Compa ny imme dia te ly to be  a ble  to re ctify the

s itua tion.3

4

5

6

7

8

To a ddre ss  this  notifica tion is sue , in 2015, TEP  imple me nte d the  use  of NotifyTm, a  joint

use  process  and asse t management software . NotifyTm has become the  centra lized area  of

sha ring and communica ting joint use  activity by s treamlining conve rsa tions  be tween TEP

a nd te le communica tion compa nie s . In  a ddition  to  improving the  tra ns fe r notifica tion

9

1 0

s ta tus , TEP is  currently mee ting regula rly with te lecommunica tion companies  to s trengthen

to a ddre s s  the  ba cklog of pe ndingimprove  communica tion e fforts

11

re la tions hips  a nd

transfers  and pole  removals .

1 2

13

1 4

1 5

1 6

1 7

La s tly, TEP  is  a ctive ly pe rforming fie ld  che cks  for pole s  tha t a re  re a dy for re mova l

without re ce iving comple tion of trans fe r notifica tion. Fie ld checks  a re  pe rformed routine ly

to ide ntify pole s  tha t a re  re a dy for re mova l. TEP  Te le communica tion Spe cia lis ts  a re  a lso

re gula rly fie ld che cking a nd submitting for pole  re mova ls . The se  pra ctice s  a re  cons is te nt

with s ta nda rd utility pra ctice .

1 8

1 9 Q~

20

On page 2 lines 16-19 of Mr. Northrup's Surrebuttal Testimony, he references

Exhibit C and says that it is a picture of a 13.8kV feeder riser connected to a

substation bus and claims that this is against industry standard. Do you agree with

this claim?

2 1

2 2

23

24

25

26

27

No. The  component in Exhibit C ha s  been mis identified by Mr. Northrup a s  a  fe ede r rise r,

but is  actua lly a  picture  of tie  cables  a t the  Spanish Tra il subs ta tion. It is  TEP 's  s tandard to

protect feede r rise rs  with a  600A breake r, but tie  cable s  in this  configura tion a re  protected

by the  tra ns forme r diffe re ntia l ra the r tha n a  bre a ke r. Mr. Northrup's  a s s e rtion tha t this

configura tion is  not indus try s ta nda rd a nd not prope rly prote cte d is  incorre ct. The

4

II

A.



1

2

3

4

configura tion a t Spanish Tra il is  depicted in the  figure  be low. Spanish Tra il has  two

transfonners, T1 and TZ, which are configured to automatically throw over (or pick up the

other transformer's  load) when a transformer trips offline. Since Tl has two switchgears

(lA and lB) and TO has one switchgear (ZA), tie cables are necessary to tie switchgear LB

to transformer TO. This  configura tion is  appropria te  and meets  a ll applicable  utility

industry standards.

E
I

MI
PA 3

5

6

7

8

9

10

11
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12

13

14

TIE CABLE

Q. On page 3 lines 6-10 of Mr. Northrup's Surrebuttal Testimony, he references the

Harts Substation in Green Valley as having a massive outage due to outdated and

overloaded equipment. Please respond to this assertion.

15

16

17

18

19

20

21

22

If Mr. Northrop is  re fe rring to the  outa ge  tha t occurre d on June  19, 2016, which a ffe cte d

one  fe e de r a t the  Gre e n Va lle y s ubs ta tion for only 10 minute s , the n I dis a gre e  with his

characte riza tion of this  as  a  "massive  outage" and tha t it was  due  to "outda ted equipment."

The  record-se tting hea t on tha t da te  led to an overloaded circuit and a  need to transfer load

from the  Gre e n Va lle y s ubs ta tion  to  the  Ha rtt s ubs ta tion . Gre e n Va lle y s ubs ta tion

e xpe rie nce d ove r 2.5MVA of loa d growth in a  s ingle  ye a r, with the  va s t ma jority of loa d

be ing in the  Qua il Creek a rea . In orde r to be  able  to have  grea te r opera tiona l flexibility and

to  a vo id  fu tu re  o ve rlo a d s ,  th e  4 .7 MVA tra n s fo n n e r a t Ha rtt wa s  re p la ce d  with  a

12.5/l5MVA tra ns forme r. Ha rtt s ubs ta tion a ls o now ha s  the  ca pa city to a ccommoda te

anticipated load growth in the  Green Valley area  for 6 __ 10 years.

2 3

2 4

2 5

2 6

2 7

A.
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23

22

2 1

20

1 9

1 8

1 7

1 6

1 5

1 4

1 3

1 2

11

1 0

9

7

8

4

6

5

3

2

1

Gra p h  1

Q.

2.5

38

1

2

3

outperform the  industry average .

re fle cts  on a ve ra ge  one  OS HA re corda ble  incide nt pe r 100 worke rs  pe r ye a r. Safe ty

pe rforma nce  ha s  be e n cons is te ntly improving, a s  de mons tra te d in the  10 Ye a r Incide nt

Ra te  Trend chart be low (Graph 1). The  trend chart demonstra tes  tha t while  the re  a re  yea r-

to-yea r fluctua tions , our recordable  injury ra te  ha s  trended downward and we  continue  to

continue  to identify opportunitie s  for improvement rega rding sa fe ty and won't be  sa tis fied

until we  me e t our Ta rge t Ze ro goa l of ha ving no injurie s . In my Re butta l Te s timony,

s ta te d tha t the  T&D TRIR ha s  hove re d a round 1.0 from 2012 to J une  of 2016, which

S a fe ty is  a  top priority for TEP  Le a de rs hip a nd a ny injury is  a  ca us e  for conce rn. We

c la im.

On page 3 lines 10-14 of Mr. Northrup's Surrebuttal Testimony, he compares the

Total Recordable Incident Rate (TRIR) in 2012 to 2016 and states "This is nearly

double the amount of injuries in half the amount of time." Please respond to his

. 44

T&E
IE() YR Incident Rate Trend

we

I

24 8.5
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Da te  of

Incide nt

Brie f De scription of Incide nt

3/28/2012
Employee  was driving on campus and was bitten/s tung by insect.

Insect bite .

5/14/2012
Employee  lifted ga te  from 8032. Ga te  shifted upon lifting and heard

pop in le ft shoulde r. Shoulde r s tra in.

7/24/2012

While  reaching to the  ground to ge t the  drill check key, the  % e lectric

drill s lippe d off fla t fa ce  of s te e l pole . It fe ll bit firs t through sa fe ty

shoe , punctured le ft little  toe . Foot lace ra tion.

9/10/2012

Employee  experienced pa in in right wris t. Was transported to US

Hea lthworks  for examina tion. Employee  was  diagnosed with Carpa l

Tunne l. Carpa l tunne l.

1/18/2016
An employee  s tra ined his  wris t while  ope ra ting a  tra ile r jacks tand.

This  is  an OSHA recordable  due  to the  rigid splint. Wris t s tra in.

3/29/2016
An employee  wrenched the ir knee  when they tripped over a  cactus .

Sprained knee.

5/12/2016
An employee  s tra ined his  knee  while  holding a  s trand of wire  on a

fence  for a  co-worker. Spra ined knee .

1

2

3

4

Mr. Northrop's  s ta te me nt tha t the  2016 TRIR of 1.59 "is  ne a rly double  the  a mount of

injurie s  in ha lf the  a mount of time " is  ina ccura te . The  2016 TRIR of 1.59 re fle cts  Ja nua ry

through June  30'h, so it is  ha lf the  amount of time . In both 2012 and 2016 (through June ),

the  TRIR re fle cts  only 4 incide nts  for the  time fra me , so it would be  more  a ccura te  to sa y

tha t the  same  number of incidents  ha s  occurred in ha lf the  time . A brie f de scription of the

injurie s  in both ye a rs  is  in the  ta ble  be low for compa ris on. In 2012, the  four incide nts

occurred within the  firs t e ight months  and ten days . This  yea r's  incidents  have  occurred in

a lmost the  same time period, so the  ra tes  a re  nearly identica l.

5

6

7

8

9

10

11

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9
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6/26/2016
An e mploye e  s lippe d a nd fe ll on a  we t floor. Bruis e d ba ck a nd

shoulde r.

1

2

3 Q~

4

In his Surrebuttal Testimony on page 4, lines 3-7, Mr. Northrup references a request

for substation breaker records. Do you agree with his testimony?

5 No . The  un ion  re que s te d  b re a ke r re cords  fo r a  s pe c ific  tim e fra m e  fo r the  North  Loop

6

7

8

9

1 0

11

subs ta tion. Th e  b re a ke rs  we re  n o t s e rv ic e d  d u rin g  th a t t im e fra m e ,  s o  th e re  we re  n o

ma inte na nce  re cords  to re port. Howe ve r, the  Union's  a s s e rtion tha t the  Compa ny doe s  not

m a inta in  re cords  on bre a ke rs  is  jus t not a ccura te .  TEP  m a inta ins  re cords  for a ll 1 ,349 of

our s ubs ta tion bre a ke rs , whe the r the y a re  de s igna te d a s  CIP  or not. The s e  re cords  include

the  na me  pla te  infonna tion, te s t da ta , inspe ctions  a nd his tory of ma inte na nce  tha t ha s  be e n

pe rforme d on the  bre a ke rs  s ince  the  ins ta lla tion da te .

1 2

13 Q.

1 4

Please respond to Mr. Northrup's example of a safety incident in Kinsman with a

Sturgeon crew on page 4, lines 19-21.

15

16

1 7

18

1 9

TE P  is  no t a wa re  o f the  inc ide n t re fe rre d  to  in  Mr.  North lup 's  te s tim ony.  O ur s ta nda rd

p ra c tic e  wh e n  a  c o n tra c to r in c id e n t o c c u rs  is  th a t th e  C o m p a n y c o n d u c ts  a n  in c id e n t

inve s tiga tion to de te rmine  the  root ca us e  of the  incide nt a nd ide ntify mitiga tion a ctions  tha t

will pre ve nt re occurre nce  of s a fe ty incide nts . We  s ha re  the  re s ults  of the s e  inve s tiga tions

with our e m ploye e s .

20

2 1 111.

22

23 Q.

24

P le a s e  r e s p o n d  t o  Mr .  No r t h ru p ' s  t e s t im o n y  re g a rd in g  TE P ' s  w o rkfo rc e  p la n n in g

in itia tive s  o n  p a g e  5, lin e s  4-17 o f h is  S u rre b u tta l Te s tim o n y.

25

26

27

Afte r I file d  m y Re butta l Te s tim ony,  we  m e t with  Mr.  Northrup  to  e xp la in  our workforce

pla nning  a pproa ch . He  ha s  inc o rre c tly in te rp re te d  the  workfo rc e  p la nn ing  p roc e s s  a s

lim ite d to  jus t a  thre e  ye a r v ie w. As  I e xpla ine d in  m y Re butta l Te s tim ony, the  Com pa ny

8

A.

A.

A.



1

2

3

4

5

6

7

8

9

10

11

e nga ge s  in  a  compre he ns ive  bus ine s s  a nd workforce  pla nning proce s s  a nnua lly - which

lo o ks  o u t o ve r a  five  ye a r p e rio d  o f tim e . As  ou tline d  in  ou r re s pons e  to  IBE W da ta

re que s t 1 .07, we  ha ve  a n e s ta blis he d de ve lopme nt tra ck for journe yme n, with 8  s te ps  of

a ppre ntice s hip tra ining prior to  re a ching journe yma n s ta tus . Once  journe yme n s ta tus  is

re a che d , journe yme n line me n  work on  a  c re w tha t ha s  a  c re w le a de r who  con tinue s  to

provide  guida nce  ove r the  journe yma n 's  work. While  not pa rt of a n  a ppre ntice  progra m,

th is  re quire me nt is  outline d  in  the  Cre w Le a de r's  job  de s c rip tion . Both  journe yme n a nd

cre w le a de rs  a re  re s pons ible  to tra in a nd guide  the  work of a ppre ntice s  a nd pre -a ppre ntice s .

This  is  a ls o a  re quire me nt outline d in the ir job de s criptions . Furthe rmore , this  continuous

progre s s ion e ns ure s  tha t 30-ye a r plus  e mploye e s  do not de pa rt from TEP  'without pa s s ing

a ny knowle dge  a long' a s  a s s e rte d by Mr. Northrup.

12

13 Q.

14

15

On page 3 lines 19-22 of Mr. Northrup's Surrebuttal Testimony, he states that the

crews do not have enough work to stay busy because TEP is assigning work to

subcontractors. Do you agree with this statement?

16 No. As  s ta te d  in  my Re butta l Te s timony, I a m not a wa re  of c re ws  no t ha ving  s uffic ie n t

17

18

work to s tay busy. When TEP 's  Resource  Management Team is  planning and prepping for

Line  Cons truction work, its  firs t cons ide ra tion is  to a ccount for the  a lloca tion of inte rna l

19

20

cre w re s ource s . Tota l work (Cons truction Ma n Hours  ("CMH") comple tion) for inte rna l

crews has been steady for the  past four years, see  Graph 2 below.

21

22

23

24

25

26

27

9
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12

13 Additiona lly, it s hould be  note d tha t m a ny fa ctors  im pa ct the  tim ing  of line  cons truction

14 work including : cus tom e r de a dline s , re gula tory re quire m e nts , outa ge  coordina tion a nd

15 pe rmits . Gra ph 3 illus tra te  the  fluctua ting us e  of e xte rna l line  cons truction re s ource s  us e d

16 to accommoda te  the  va rying volumes  of workload throughout the  yea r.

17

18

19

20
l

21

22

23

24

25

26

27

9

7

6

4

8

5

3

2
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13 No te : 2015 Exte rna l cre w count e xclude s  the  cre ws  re quire d to comple te  the  P ina l Ce ntra l-

14 Torto lita  500kV Line .

15

16 The  inc re a s e  of e xte rna l re s ource s  in  the  Fa ll of 2015 wa s  due  to  the  s upport ne e de d to

17 comple te  s e ve ra l l38kv line  re -conductoring proje cts  in orde r to comply with re gula tory

18 requirements . These  la rge  transmiss ion projects  were  comple ted in December 2015. If we

19 incre a s e d TEP  re s ource s  to the  le ve l re quire d to build the s e  la rge  proje cts , we  would

20 pote ntia lly ha ve  to la y off thos e  e mploye e s  whe n the  proje ct(s ) a re  comple te d, which

2 1 would be  cos tly a nd ine ffic ie nt.

22

23 Q. In his Surrebuttal Testimony on page 4, lines 11-15, Mr. Northrup asserts that the

24 Distribution Design contractors "have no training on TEP's system, tools or

25 standards" and that "they have produced no work." Please respond to this assertion.

26 I s trong ly d is a gre e  with  Mr. North rop 's  s ta te me n ts  conce rn ing  tra in ing  a nd  work

27 produc tion . Bo th  Dis t r ib u t io n  De s ig n  c o n t ra c to rs  c a m e  to  TE P  with  1 0 +  ye a rs  o f

A.

11

I



1

2

3

4

5

6

7

8

9

10

11

e xpe rie nce  in utility dis tribution de s ign indus try. The y we re  p rovide d ove r 450 hours  of

tra ining  which include d a dva nce d s oftwa re  tra ining , obs e rving  a nd pa rtic ipa ting  in the

de s ign p roce s s  with s e nior de s ign s ta ff, a dditiona l ins truction on s a fe ty s ta nda rds  a nd

s ta nda rd proce dure s  s pe cific to TEP . On the  job tra ining continue s  unde r the  s upe rvis ion

of s e nior de s ign pe rs onne l a nd the y continue  to work on proje cts  of va rying  de gre e s  of

c o m p le xity,  in c lu d in g  c a p a c ito r re m o va ls  a n d  in s ta lla tio n s ,  C ritic a l C irc u it P a tro l

ma inte na nce  a nd s ubdivis ion la youts . In the  3 to 6 months  tha t the y ha ve  be e n contra cte d

by TEP , the y ha ve  com ple te d de s igns  for 27 work orde rs  a nd ha ve  a n a dditiona l 21 in

progre s s . Contra ry to Mr. Northnlp 's  a s s e rtions , the s e  contra ctors  ha ve  be e n tra ine d on

TEP 's  s ys te m, tools  a nd s ta nda rds  a nd the y ha ve  produce d a  re a s ona ble  a mount of work

for the  timeframe  they have  been with the  Company.

12

13 Q. Does this conclude your Rejoinder Testimony?

14 Yes , it does .

15

16

17

18

19

20

21

22

23

24

25

26

27

A.
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1 1. INTRODUCTION

2 Q. Please state your name and business address.

3 A.

4

5

My name  is  A1111 E. Bulkley, and I am a  Vice  P re s ident of Concentric Ene rgy Advisors ,

Inc. ("Conce ntric"). My bus ine s s  a ddre s s  is  293 Bos ton P os t Roa d We s t, S uite  500,

Ma rlborough, MA 01752.

6

7 Q. On whose behalf are you submitting this Rejoinder Testimony?

8 A.

9

I a m submitting this  Re joinde r Te s timony on be ha lf of Tucson Ele ctric Powe r Compa ny

("TEP " or the  "Compa ny").

1 0

11 Q- Did you previously submit testimony in this proceeding?

1 2 Ye s . I s ubmitte d Dire ct a nd Re butta l te s timonie s  re ga rding the  a ppropria te  Re turn on

1 3

1 4

Equity ("ROE"), ca pita l s tructure , a nd Fa ir Va lue  Ra te  of Re turn ("FVROR") for TEP  in

this  proceeding.

1 5

1 6 Q. What is the purpose of your Rejoinder Testimony?

1 7

1 8

1 9

20

The  purpose  of my Re joinde r Tes timony is  to re spond to the  cos t of capita l issues  ra ised

by Mr. Micha e l P . Gorma n on be ha lf of the  U.S . De pa rtme nt of De fe ns e  a nd a ll othe r

Fe de ra l Exe cutive  Age ncie s  ("DOD") with re s pe ct to the  S e ttle me nt Agre e me nt tile d

with the  Commiss ion on Augus t 15, 2016 ("Se ttlement Agreement").

2 1

l

I l

A.

A.



1 Q. Have  you prepared any exhibits  to  your Re joinder Tes timony?

2 Yes. I ha ve  include d Exhibit AEB-Re joinde r-1  to  th is  te s timony, which  ha s  be e n

3 prepared under my direction.

4

5 1 1 .  RE J OINDE R RE S P ONS E  TO MR. GORMAN

6 Q. Please provide a brief overview of Mr. Gorman's Rebuttal Testimony and his

7 recommendations.

8 Mr. Gorman opposes  the  Se ttlement Agreement tiled with the  Commiss ion on August 15,

9 2016 , a nd  urge s  the  Commis s ion  to  re je c t it.  1 He  s ta te s  tha t the  s e ttle me nt is

10 unre a s ona ble  a nd e xce e ds  fa ir compe ns a tion for TEP 's  inve s tme nt ris k, a nd tha t the

11 FVROR and OCRB increment exceeds  a  fa ir re turn on the  va lue  of TEP 's  ra te  base . Mr.

12

13

14

15

16

17

18

19

Gorma n, ins te a d, re comme nds  a n ROE of 9.5 pe rce nt a nd a  ca pita l s tructure  of 48.69

percent, which represents  the  company's  tes t year capita l s tructure  before  any adjustment

for known a nd me a s ura ble  cha nge s . Mr. Gorma n's  ROE re comme nda tion re s ults  in a

FVROR of 5. 10 pe rce nt. Mr. Gola n a lso le ve ls  s e ve ra l criticisms  a ga ins t my te s timony

and dismisses  many of the  issues  ra ised in my te s timony a s  be ing without merit, e .g. my

cha lle nge s  to his  inclus ion of proxy compa nie s  with ne ga tive  growth ra te s  in his  DCF

analyses and to his  use  of susta inable  growth ra tes that create  results  that are  substantia lly

lower than the  Va lue  Line  ROE forecas ts  tha t he  bases  his  sus ta inable  growth es tima tes

20 on. We  a ls o ha ve  diffe ring pe rs pe ctive s  on the  curre nt ma rke t ris k e nvironme nt. Mr.

21

22

Gorman a lso takes  issue  with my forward-looking marke t re turn and the  re sulting marke t

risk premium, and to my ca lcula tion of the  FVROR increment.

I The agreement was signed and authorized by the Residential Utility Consumer Office, Arizonans for
Electric Choice and Competition, Freeport Minerals Corporation, Sierra Club, Western Resource
Advocates, Noble Americas Energy Solutions, LLC, The Kroger Co., Wal-Mart Stores, Inc. and Sam's
West, Inc., and the Arizona Investment Council.

2

I

A.

A.



1 Q. What has been agreed upon by parties to the Settlement Agreement.

2 A

3

4

The Settlement provided for a  9.75 percent ROE and an embedded cost of long-term debt

of 4.32 pe rce nt, re sulting in a  we ighte d a ve ra ge  cos t of ca pita l of 7.04 pe rce nt. It a lso

provided for a  fa ir va lue  ra te  of re turn of 5.34 pe rcent.

5

6 Q-

7

Pleas e  provide  a  brie f ove rview of your re s pons e  to  Mr. Gorman with  re s pec t to  h is

te s timony a nd  the  a ppropria te  ROE for TEP .

8 A The re  a re  ma ny me thodo log ica l a nd  the o re tica l a re a s  whe re  Mr. Gorma n  a nd  I

9

1 0

11

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

22

23

s ignifica ntly dis a gre e . Howe ve r, s e tting a s ide  the  me thodologica l a nd the ore tica l

diffe re nce s , the  ROE tha t is  s tipula te d in the  S e ttle me nt Agre e me nt is  25 ba s is  points

a bove  the  ROE tha t Mr. Gonna n s ugge s ts  a s  a  ma ximum re turn for TEP . While  Mr.

Gorman sugges ts  tha t 9.50 is  the  maximum re turn the  Commiss ion should authorize  for

TEP , the  ra nge  tha t he  re comme nds  in his  re butta l te s timony a s  we ll a s  the  litiga te d

a uthorize d re turns  in othe r re gula tory juris dictions  tha t he  re lie s  on in his  s urre butta l

te s timony support a n ROE a t the  s tipula te d le ve l of 9.75 pe rce nt. in a ddition, the  Va lue

Line  proje cte d ROEs  for his  proxy compa nie s , which Mr. Gorma n us e s  to de ve lop the

sus ta inable  growth ra te  used in his  DCF ana lys is  supports  an ROE tha t is  cons is tent with

my origina l re comme nda tion of 10.35 pe rce nt. As  s hown in  Mr. Gomla n 's  Exh ib it

MPG-7, p. l of 2 to his  dire ct te s timony, the  Va lue  Line  proje cte d ROE e s tima te s  for the

proxy group a ve ra ge d 10.38 pe rce nt. Re ga rding the  Compa ny's  ca pita l s tructure , Mr.

Gonna n's  re comme nda tion to us e  the  Compa ny's  te s t ye a r ca pita l s tructure  of 48.69

pe rce nt ignore s  proforma  a djus tme nts  a llowe d by this  Commis s ion for pe nding bond

redemptions , to the  te s t yea r actua l capita l s tructure . Fina lly, Mr. Gorma n's  criticis ms

24 of my e s tima te d ra te  of re turn on the  Fa ir Va lue  incre me nt a re  without me rit, a s  e a ch

25 component of the  ca lcula tion is  based on investor expecta tions  of marke t conditions .

26

3



1 Q-

2

Mr. Gorman states that market evidence clearly shows that the market is embracing

returns on equity of 9.5 percent and lower for electric utilities. Do you agree?

3 A No. The re  is  no such "cle a r" e vide nce . Mr. Gorma n himse lf s ta te s  tha t inve s tors  should

4

5 2

6

7

expect an ROE of 9.69, which is  intended to re flect a  measure  of centra l tendency in the

2015 and 2016 authorized ROEs for ve rtica lly integra ted e lectric utilitie s . Tha t re turn is

clos e r to the  s tipula te d ROE of 9.75 pe rce nt tha n his  initia l re comme nda tion of 9.30

percent or his  revised recommendation of 9.5 percent.

8

9 Q. How does Mr. Gorman derive the 9.69 percent expected return for vertically

1 0 integrated utilities?

11

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

Re vie wing the  da ta  Mr. Gorma n re lie d on for this  a na lys is , tha t re turn is  ca lcula te d by

ta king the  midpoint of the  a ve ra ge  litiga te d ROEs  for both 2015 a nd 2016. I s e e  no

re a s on why it would be  be ne ficia l to re ly on the  midpoint of the  a ve ra ge  of the s e  two

pe riods  ra the r tha n ta king the  midpoint or s imple  a ve ra ge  ove r the  e ntire  time  pe riod.

Furthe rmore , Mr. Gorma n's  2016 a ve ra ge  a uthorize d ROE cons is ts  of only two da ta

points . Mr. Gorman's  da ta  ranges  from 9.3 pe rcent to 10.35 pe rcent for the  pe riod 2015-

2016. If one  were  to take  the  midpoint of the  high and low da ta  points  for tha t pe riod, the

result would be  9.8 percent. Calcula ting the  s imple  average  of each observa tion, the  result

is  9.73 pe rce nt. Re ga rdle s s , a ny of the se  me a sure s  of ce ntra l te nde ncy (ra nging from

2 0

2 1

9.69 percent to 9.8 percent) a re  supportive  of a  9.75 percent ROE.

22 Q. Do you agree with Mr. Gorman that authorized ROEs are trending down in 2016?

23

24

No, I do not. As  note d pre vious ly, the re  ha ve  only be e n two da ta  points  for litiga te d

ROEs  in  2016. As  pre s e nte d  on  Mr. Gornla n 's  MP G-24, one  ca s e  wa s  a bove  the

2 Rebutta l Tes timony of Michael P . Gorman, a t 7, lines  17-18.

4

A.

A.



I I

1

2

s tipula te d ROE (India na polis  P owe r a nd Light a t 9.85 pe rce nt) a nd one  wa s  be low (El

P a s o Ele ctric - Ne w Me xico a t 9.48 pe rce nt).3 This  da ta  doe s  not ma ke  a  compe lling

3 case  tha t utility ROEs a re  trending down.

4

5 Q.

6

Do you agree with Mr. Gorman's conclusion that ROEs that were established in

settlement should not be considered among evidence of recently authorized ROEs?

7

8

9

1 0

11

1 2

I re cognize  tha t s e ttle me nts  re pre se nt a n a gre e d upon se t of te rms  tha t a ll pa rtie s  ca n

accept. There fore , it is  poss ible  tha t some e lements  may not be  agreeable  to a ll pa rties  in

the  ca s e . Howe ve r, while  tha t is  the  ca s e , including s e ttle d ROEs  in the  2015 to 2016

pe riod ha s  ve ry little  impa ct on the  ove ra ll a ve ra ge . Mr. Gonna n's  e vide nce  indica te s

tha t the re  is  a  2 ba s is  point diffe re nce  be twe e n the  a ve ra ge  including se ttle me nts  (9.70

percent) and the  average  excluding se ttlements (9.72 percent).

13

1 4 Q. What conclusion can be reached from review of Mr. Gorman's evidence on

1 5 authorized returns for vertically integrated electric utilities?

1 6

1 7

1 8

1 9

2 0

2 1

22

23

24

Mr. Gorman's  evidence  supports  TEP 's  s tipula ted ROE of 9.75 pe rcent. Though the  da ta

shows tha t the re  have  been ins tances  of ROEs a t or ve ry close  to 9.5 pe rcent issued for

ve rtica lly inte gra te d utilitie s , the  va s t ma jority a re  in the  uppe r 9 pe rce nt to the  lowe r 10

pe rce nt ra nge . In light of the  a dditiona l pe rce ive d ris k tha t TEP  ca rrie s  for its  he a vy

re lia nce  on coa l-fire d ge ne ra tion a sse ts  a nd its  la rge  ca pita l e xpe nditure  progra m, I find

a n ROE upwa rds  of 10 pe rce nt to continue  to be  re a sona ble . Howe ve r, the  S tipula te d

ROE of 9.75 pe rce nt a s  shown by Mr. Gorma n's  own e vide nce , is  re pre se nta tive  of a n

integra ted e lectric utility of average  risk and is  a  reasonable  compromise  for pa rtie s  in the

se ttlement.

25

3 Surrebutta l Tes timony of Michael P . Gorman, Exhibit MPG-24, p. 2 of 2.

5
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A.

A.



I I II

1 Q. Has Mr. Gorman presented other evidence that supports an ROE of 9.75 percent?

2 Ye s . In his  re butta l te s timony, the  high e nd of the  ra nge  e s ta blis he d by Mr. Gorma n's

3 analysis  was 9.7 percent.

4

5 Q

6

Mr. Gorman states on p. 10 of his Rebuttal that "authorized returns on equity have

been declining but utilities' bond ratings have been improving..." Do you agree?

7 No. I do not a gre e  with e ithe r portion of this  s ta te me nt. As  I ha ve  dis cus s e d a bove ,

8

9

1 0

11

1 2

utility ROE de te nnina tions  do not a ppe a r to be  tre nding lowe r in 2016. Furthe rmore ,

Va lue  Line  is  proje cting ROEs  for Mr. Gonna n's  proxy group to be  s ignifica ntly highe r

than the  ROE tha t he  recommends, demonstra ting the  expecta tion tha t authorized re turns

will tre nd highe r in the  ne a r te rm. Furthe rmore , I find no re ce nt e vide nce  tha t bond

ra tings  a re  improving for the  e lectric utility segment.

13

1 4 Q. What is the basis of Mr. G0r1nan's statement that bond ratings have been

15 improving?

1 6

1 7

1 8

1 9

20

2 1

22

23

24

Mr. Gorma n ba se d his  comme nts  on cre dit ra ting a na lys ts ' re ports  he  cite s  in his  dire ct

te s timony. S pe cifica lly, he  cite s  a  De ce mbe r 9, 2015, S &P  re port title d, "The  Outlook

For U.S . Regula ted Utilitie s  Remains  S table  On Increas ing Capita l Spending And Robust

Fina ncia l P e rfonna nce ." Inte re s tingly, tha t re port de s cribe s  the  ra tings  outlook for

re gula te d utilitie s  a s  "S ta ble  with a  s light bia s  towa rd the  ne ga tive ."4 This  is  not e xa ctly

a  ringing e ndors e me nt for a n improving cre dit outlook. S imila rly, Mr. Gorma n cite s  a

Fitch re port from Se pte mbe r 2015, tha t cha ra cte rize s  the  indus try outlook a s  "S ta ble "5,

a nd a  Moody's  re port from Nove mbe r 2015 tha t a lso cha ra cte rize s  the  "outlook for the

US  re gula te d utilitie s  indus try [a s ] s ta ble . None  of the s e  re ports  indica te  tha t bond,76

4

5

6

Direct Tes timony of Michael P . Gorman, a t 5 line 12.
Ibid ,  a t 6 , line  25.
Ib id ,  a t 6, line 32.

6

A.

A.

A.



1

2

ra tings  a re  improving, but ra the r revea l tha t the  outlook for regula ted utilitie s  is  s table  to

s lightly ne ga tive .

3

4 Q. Have you reviewed more recent studies regarding bond ratings?

5

6

7

8

Ye s . EEl re ce ntly pre pa re d a  re port tha t s umma rize s  e le ctric utility bond ra tings  a nd

ra ting changes  for 2016 to da te . Tha t s tudy indica tes  tha t the  ra tio of pos itive  to nega tive

ra tings  actions  have  remained genera lly consis tent with 2015 yie lds  a fte r having declined

ra the r s ubs ta ntia lly ove r the  pa s t s e ve ra l ye a rs . Cha rt l be low s umma rize s  the  da ta

9 s hown in EEl's  Q1 2016 Upda te Ele ctric Utility Indus try Fina ncia l Da ta  a nd Tre nd

1 0

11

1 2

1 3

1 4

Ana lys is , which I ha ve  a lso a tta che d a s  Exhibit AEB-Re joinde r-1. The  cha rt shows  the

numbe r of ra tings  a ctions  in e a ch ye a r (the  la ve nde r line  a nd right ve rtica l a xis ) a nd the

ra tio of upgra de s  to downgra de s  (the  gre y line  a nd the  le ft ve rtica l a xis ). Ba se d on the

da ta  s hown in Cha rt l, the re  ha s  be e n no a ppre cia ble  improve me nt in e le ctric utility

credit ra tings .

1 5

7

A.



1

2

Chart 1: Direction of Ratings Actions - U.S. Shareholder -Owned Electric Utility

Industry
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Source: EEl 2016 Q1 Credit Ratings Update, IV Direction of Rating Action, derived from Fitch Ratings,
Moody's, and Standard &Poor 's.

7 Q.

8

Has Mr. Gorman effectively presupposed the return on equity as projected by Value

Line to be 10.38 percent for his proxy group in his calculation of the sustainable

9 growth  ra te?

1 0

11

1 2

1 3

1 4

1 5

1 6

Ye s , he  ha s . The  ca lcula tion of s us ta ina ble  growth ra te s  is  in pa rt pre mis e d on Va lue

Line  3-5 ye a r proje ctions  of ROE. As  Mr. Gorma n pre s e nts  in his  dire ct te s timony a t

MP G-7, Va lue  Line  ha s  e s tima te d a n ROE for e a ch me mbe r of his  proxy group tha t

ave rages  10.38 pe rcent for the  group. He  has  made  no a ttempt to reconcile  this  with the

fact tha t when he  uses  the  same da ta  to reverse-engineer susta inable  growth ra tes  for his

proxy group compa nie s , the  re s ulting ROEs  for the  s a me  proxy group a ve ra ge d 8.06

(me a n) a nd 7.76 (me dia n), more  tha n 200 ba s is  points  lowe r. Mr. Gorma n ha s  not

1 7 provide d a ny re a s ona ble  e xpla na tion for s uch a  la rge diffe re nce  in ROE. S ince  he

1 8 e sse ntia lly a ba ndons  his  sus ta ina ble  growth ROE re sults , it is  e vide nt tha t Mr. Gorma n

1 9 e ve n finds  his  sus ta ina ble  growth re sults  to be  too low. In my opinion, the  Va lue  Line

20

2 1

e s tima te s  of ROE for his  proxy group provide  a nothe r me a ningful da ta  point for this

Commission to consider in its  decis ion to se t a  jus t and reasonable  ROE for TEP.

22

8

A.



1 Q.

2

Please summarize your response to DOD witness with respect to his capital

structure recommendations for TEP.

3 Mr. Gorma n re comme nds  tha t the  Commis s ion a dopt TEP 's  te s t ye a r ca pita l s truc ture

4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

without a llowing for a djus tme nts  for pe nding bond re de mptions  a t the  time  of the  te s t

ye a r e nd, but tha t ha ve  a ctua lly occurre d. The  te s t ye a r ca pita l s tructure  Mr. Gorma n

re comme nds  is  a lre a dy ove r a  ye a r old. This  Commis s ion ha s  re gula rly cons ide re d

adjus tments  for known and measurable  changes  to the  te s t yea r capita l s tructure . These

a djus tme nts  a re  not a llowe d for ite ms  tha t "ma y" or "ma y not" occur, a s  Mr. Gorma n

s ta te s  in  h is  te s timony, bu t in  fa c t ha ve  occurre d  o r will de fin ite ly occur a nd  a re

me a s ura ble . It is  a ppropria te  for this  Commis s ion to a pprove  TEP 's  propos e d ca pita l

s tructure , adjusted for these  known and measurable  changes, of 50.03 percent equity and

to re je ct Mr. Gorma n's  a tte mpt to de ny re cove ry for the  highe r a mount of e quity TEP

a lre a dy ca rrie s  in its  ca pita l s tructure . I ha ve  shown in my a na lys is  tha t TEP 's  propose d

ca pita l s tructure  is  re a sona ble  in re la tion to the  proxy group compa nie s  a nd should be

accepted. The  a na lys is  provide d by Mr. Gonna n a t Exhibit MP G-3 a ls o s hows  tha t

TEP 's  propos e d ca pita l s tructure  is  re a s ona ble  a nd within the  ra nge  of proxy group

company capita l s tructures .

1 8

1 9 Q.

20

2 1

22

Mr. Gorman states that a major flaw in your FVROR methodology is that you are

not relying on observable market evidence to measure a fair rate of return on a fair

value rate base, and that rather you are using a projected interest rate to capture a

higher FVROR. Please explain your reasoning for using the projected interest rate.

23

24

25

26

I ha ve  e s tima te d  the  nomina l ris k fre e  ra te  fo r the  FVROR c a lc u la tion  by ta king  the

a ve ra ge  of the  fore ca s t yie ld  for the  U.S . 30-ye a r Tre a s ury for two time  pe riods , 2017-

2021 a nd 2022-2026. I ha ve  re lie d  on  the s e  long  te rm a ve ra ge s  a s  the y incorpora te

inve s tors  e xpe cta tion of move me nt in  gove rnme nt inte re s t ra te s . To  us e  on ly toda y's

A.

A.

9



1

2

a noma lous a nd artificially low int eres t rate environment would result in an

understatement of TEP's FVROR over the time period that these rates will be in effect.

3

4

5

6

As discussed in my direct  and rebut t a l  t es t imonies ,  due to the anomalous  market

condit ions  that  have resulted in abnormally low yields  on Treasury bonds ,  and the

prospects that those conditions will change in the near tern, it  is appropriate to rely on

forward looking estimates of interest rates in setting the return on the FV increment.

7

8 Q.

9

Are there other ideological or methodological differences with Mr. Gorman that you

have not addressed either in this testimony or in your Rebuttal Testimony?

1 0

11

1 2

13

14

The  ma jority o f the  d iffe re nce s  be twe e n  Mr. Gorma n 's  a na lys is  a nd  the  a na lys is

p re s e n te d  in  my d ire c t te s timony ha ve  be e n  d is cus s e d  in  my d ire c t a nd  re bu tta l

te s timonie s . Howe ve r, Mr. Gorma n provide s  a  fe w a dditiona l criticis ms  of my a na lys is

in his  S urre butta l te s timony tha t I will a ddre s s . S pe cifica lly, the  e xclus ion of low outlie r

da ta  from the  DCF results , and the  marke t risk premium ca lcula tion used in my CAPM.

1 5

16 Q-

1 7

18

Mr. Gorman devotes a considerable portion of his Surrebuttal Testimony discussing

your proposal to remove the results of Energy and First Energy from his DCF

results. He claims that to do so would "not produce an unbiased legitimate estimate

19 of the current market cost of equity based on a DCF model." Do you concur?

20

21

22

23

24

25

26

No. Mr, Gorma n s ugge s ts  tha t it is  ina ppropria te  to e xclude  Ene rgy a nd Firs t Ene rgy

from my proxy g roup  a nd  tha t he  a ppropria te ly inc lude d  the m. I e xc lude d  the s e

compa nie s  be ca use  the y did not sa tis fy my scre e ning crite ria , i.e . did not ha ve  pos itive

long-te rm e a rnings  growth fore ca s ts  from a t le a s t two e quity a na lys ts . Both compa nie s

ha d  ne ga tive  growth  ra te s  by Za cks  a nd  Ya hoo , a nd  ve ry low S NL growth  ra te s .

Howe ve r, Mr. Gorma n ha s  include d the m in his  proxy group, a nd the  DCF re s ults  for

these  companies  were  5.01 percent and 4.58 percent, respective ly. Mr. Gordian suggests

1 0

A.

A.

I



1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

1 4

15

tha t re moving two unre a s ona bly low DCF re s ults  re quire s  tha t you re move  the  s a me

number of DCF results  a t the  upper end of the  range . I disagree . There  were  no extreme

outlie rs  tha t de fie d e conomic logic a t the  uppe r e nd of Mr. Gorma n's  da ta . In S oCa l

Edison, Opinion No. 445, the  FERC acknowledged tha t "... inves tors  genera lly cannot be

expected to purchase  s tock if debt, which has  le ss  risk than s tock, yie lds  e ssentia lly the

s a me  re turn..."7 In tha t s a me  2010 S oCa l Edis on proce e ding the  FERC found it to be

"re a sona ble  to e xclude  a ny compa ny whose  low-e nd ROE fa ils  to e xce e d the  a ve ra ge

bond yie ld by about 100 bas is  points  or more , taking into account the  extent to which the

e xclude d low-e nd ROEs  a re  outlie rs  from the  low-e nd ROEs  of o the r proxy group

companies . This  give s  the  Commis s ion fle xibility to e xclude  proxy compa ny re s ults

when the  low-end ROE is  somewha t above  the  ave rage  bond yie ld, but is  s till sufficiently

low tha t a n inve s tor would cons ide r the  s tock to yie ld e s s e ntia lly the  s a me  re turn a s

de bt." This  pra ctice  wa s  a ffirme d in FERC Opinion Nos . 5318 a nd 531_B?  With long

te rm utility bonds very near to 4 percent, I be lieve  it continues  to be  reasonable  to remove

Ene rgy a nd Firs t Ene rgy a s  low outlie rs  from Mr. Gorma n's  DCF re sults .

1 6

1 7 Q.

1 8

How do you respond to Mr. Gorman's criticism that your CAPM analysis is based

on a forward-looking return on the market that is simply unjustified?

1 9

20

21

22

23

24

25

Mr. Gorma n a sse rts  tha t the  e s tima te d forwa rd-looking ma rke t re turn use d in my CAPM

is  ba se d on a  growth ra te  tha t ca nnot be  sus ta ine d inde finite ly. He  cla ims  the  e ffe ct of

this  is  to overs ta te  the  marke t DCF and correspondingly to overs ta te  my ca lcula tion of the

ma rke t ris k pre mium. Wha t Mr. Gordia n is  mis s ing is  tha t the  ma rke t, a s  me a s ure d by

the  S &P  500 Inde x, is  compris e d of the  la rge s t compa nie s  on the  Ne w York S tock

Excha nge  which a re  continua lly re pla ce d whe n compa nie s  no longe r fit the  crite ria  for

inclus ion in  the  Inde x. S o the  conce pt of whe the r the  compa nie s  in the  Inde x "will

7

8

9

FERC Opinion No. 445, 92 FERC 1161,070, SoCal Edison Opinion (July 26, 2000) a t 21.
FERC Opinion No. 531, 147 FERC 1161,234, NETOs Order on Initia l Decis ion (June 19, 2014), Para . 122.
FERC Opinion No. 531-B, 150 FERC 1161,165, NETOs Order on Rehearing (March 3, 2015), Para . 60.

11

I

A.



1

2

3

4

5

6

7

8

s us ta in the ir re s pe ctive  growth ra te s  inde finite ly" is  mis pla ce d s ince  this  occurs  by

re pla cing low pe rforming compa nie s  with highe r pe rfonning compa nie s . In de ve loping

the  S &P  forwa rd-looking ma rke t re turn, we  a re  a s suming tha t curre nt growth ra te s  will

be  sus ta ine d or will be  subs titute d with othe rs  tha t a re  e qua lly robus t. Accordingly, my

ca lcula tion of the  forwa rd ma rke t re turn a nd forwa rd-looking ma rke t ris k pre mium a re

a ppropria te . As  indica te d in my re butta l te s timony, the  us e  of a  cons ta nt growth DCF

analysis  for the  S&P 500 companies  to es timate  the  marke t re turn has  been embraced by

the FERC.'0

9

1 0 111. CO NCLUS IO NS

11 Q. Pleas e  s ummarize  your conc lus ions  regarding the  appropria te  ROE for TEP.

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

I be lieve  tha t the  proposed se ttlement ROE of 9.75 pe rcent is  conse rva tive  based on the

re s ults  of my ROE e s tima tion me thodologie s , re ce ntly a uthorize d ROEs  for o the r

ve rtica lly inte gra te d e le ctric utilitie s , the  ris k fa ctors  ide ntifie d for TEP , a nd inve s tors '

expecta tion of marke t conditions  ove r the  pe riod tha t ra te s  will be  in e ffect. Howe ve r, it

doe s  provide  a  re a s ona ble  compromis e  to s e ttle  the  ma tte rs  in this  ca s e . Furthe r, the

Commiss ion should uphold its  policy of a llowing ce rta in known and measurable  changes

to TEP 's  te s t ye a r ca pita l s tructure  a nd re je ct Mr. Gorma n's  a tte mpt to  de prive  the

company recovery for its  higher equity cos ts .

20

2 1 Q. Wha t is  your re c omme nda tion  fo r the  FVROR for TEP ?

22 A.

23

24

Based on a  9.75 pe rcent ROE, and a  1.00 pe rcent re turn on the  Fa ir Va lue  Increment of

ra te  ba s e , I be lie ve  tha t a  FVROR of 5.34 pe rce nt is  within the  ra nge  of re a s ona ble

re turns  for TEP.

1 0

A.

Rebutta l Tes timony of Ann E. Bulkley, a t 39 and 65 .

1 2



1 Q- Does this conclude your Rebuttal Testimony?

2 Ye s , it doe s .

1 3

A.
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III I

1 1 . INTRODUCTION.

2

3

4

Q. Please state your name and business address.

My name is Ramondo J. Robby and my business address is 88 East Broadway, Tucson,

Arizona, 85701 .

Q. Did you file Direct or Rebuttal Testimony in this proceeding?

5

6

7

8

9

10

Yes.

Q. Which Commission Staff or Intervenor Testimony do you address in your Rejoinder

11

12

13

14

Testimony?

My Rejoinder Testimony addresses the testimony filed on behalf of Freeport Minerals

Corporation and Arizonans for Electric Choice and Competition (collectively referred to

as "AECC"),  Noble Americas Energy Solutions,  LLC. ("Noble Solutions"),  and the

Residential Utility Consumer Office ("RUCO") in the following subject areas:

•

15

16

17

18

19

20

21

22

23

24

25

26

27

•

PPFAC Risk-Sharing Mechanisms

AECC and Noble Solutions Witness Kevin C. Higgins

Margins from Long-Term Sales Contracts

AECC and Noble Solutions Witness Kevin C. Higgins

RUCO Witness Frank W. Radigan

A.

A.

A.

1



1 11. PPFAC RISK-SHARING MECHANISMS.

2

3 Q. Has any witness recommended that a risk-sharing mechanism be incorporated in

4 th e  Co m p a n y ' s  P P FAC?

5

6

Yes. AECC Witness Kevin C. Higgins maintained his recommendation for a 70/30 risk-

sharing mechanism in the PPFAC in his Surrebuttal Testimony.1

7

8 Q. Do you agree with these recommendations?

9 No. Mr.  Higgins ' ra tiona le  for the  s ha ring  m e cha nis m  re m a ins  uns ubs ta ntia te d  a nd the

1 0 Compa ny doe s  not a gre e  with the se  re comme nda tions  for the  re a sons  be low.

11

1 2 Q. What quantitative support is there for implementing a 70/30 risk-sharing

mechanism?1 3

1 4 None. Mr. Higgins relies solely upon analogous and theoretical statements in order to

15 make his recommendation. Initially, Mr. Higgins states that the "other western states of

1 6 Wyoming, Oregon, Washington, Idaho, and Montana"2 have sharing mechanisms. Mr.

1 7

1 8

1 9

20

Higgins presents no quantitative analysis detailing the benefits, if any, of the risk-sharing

mechanisms compared to TEP's  cur rent  PPFAC. Also,  Mr .  Higgins  ignores  the

significant resource and load differences between the utilit ies he references and the

impact of their affiliates.

2 1

22

23

Mr. Higgins  a ls o s ta te s  tha t a  ris k-s ha ring m e cha nis m  "provide s  a  utility with the  prope r

ince ntive s  to produce  the  gre a te s t poss ible  ne t be ne fit to its  cus tome rs". Once  a ga in, Mr.3

24

25

26

27

1 S urre butta l Te s tim ony of Ke vin C. Higgins  on be ha lf of AECC a nd Noble  S olutions  - P urcha s e d P owe r
a nd Fue l Adjus tm e nt Cla us e  (Augus t 25, 2016), pa ge  41, line  12.
2  S urre butta l Te s tim ony of Ke vin  C. Higgins  on be ha lf of AECC a nd Noble  S olutions  - P urcha s e d P owe r
a nd Fue l Adjus tm ent Cla us e  (Augus t 25, 2016), pa ge  41, line s  12 - 13.
3 S urre butta l Te s tim ony of Ke vin C. Higgins  on be ha lf of AECC a nd Noble  S olutions  _. P urcha s e d P owe r
a nd Fue l Adjus tm e nt Cla us e  (Augus t 25, 2016), pa ge  41, line s  16 - 17.
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Higgins  fa ils  to provide  a ny s upporting e vide nce  for this  cla im. Mos t importa ntly, Mr.

Higgins ' entire  premise  for a  risk-sha ring mechanism is  ba sed upon his  own a ssumption

tha t TEP 's  ma na ge me nt of its  fue l a nd purcha s e  powe r cos ts  a re  not a ligne d with its

cus tome rs ' inte re s ts . The  re pe a te d propos a ls  for a  ris k-s ha ring me cha nis m a re  only

supported by the  mere  obse rva tion tha t othe r utilitie s  have  risk-sha ring mechanisms and

the  apocrypha l cla ims of poss ible improve me nts  to TEP 's  P P FAC. The  ma na ge me nt of

purcha s e d powe r a nd fue l re s ource s  re quire s  rigorous  a na lys is  a nd a  cha nge  in the

trea tment of such costs  should require  ana lysis  as  well.

9

1 0 Q_

11

What differences are there between TEP and the utilities in Wyoming, Oregon,

Washington, Idaho, and Montana which Mr. Higgins references?

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

The  prima ry diffe re nce s  be twe e n TEP  a nd the  utilitie s  re fe re nce d by Mr. Higgins  a re  (i)

the  corpora te  s tructure  a nd (ii) the  ge ne ra tion re source s  a va ila ble  to the  utilitie s . Rocky

Mounta in Powe r ("RMP") spa ns  3 s ta te s , with cus tome rs  in Ida ho, Uta h, a nd Wyoming.

Mos t importa ntly, RMP  is  a  pa rt of P a cifiCorp, a  la rge  inte gra te d utility with 1.8 million

cus tome rs  (ove r four time s  the  cus tome r count of TEP ), 10,900 me ga wa tts  ("MW") of

ge ne ra tion ca pa city, a nd 72 ge ne ra tion pla nts .5 Mr. Higgins  me ntions  the  risk-sha ring

me cha n is ms  in  s e ve ra l we s te rn  s ta te s  bu t fa ils  to  me n tion  tha t the  ris k-s ha ring

de te rmina tion in the s e  s ta te s  is  pre domina te ly fa cilita te d by a  s ingle  e xpa ns ive  utility

with a  unifying genera tion component present, hydroe lectric genera tion.

2 1

2 2

23

24

RMP  a nd P a cifiCorp own 41 hydroe le ctric pla nts  with a  combine d ge ne ra tion ca pa city

of 1,135 MW. The  pre se nce  of such a  s ignifica nt a mount of hydroe le ctric ge ne ra tion a t

RMP  a nd P a cifiCorp "a llows  for a  fle xible  me a ns  of ge ne ra tion dis pa tch. Ge ne ra ting

25

26

27

4 S urre butta l Te s tim ony of Ke vin  C. Higgins  on be ha lf of AECC a nd Noble  S olutions  - P urcha s e d P owe r
a nd Fue l Adjus tment Cla us e  (Augus t 25, 2016), pa ge  41, lines  12 _._ 13.
5 h ttp ://www.pa o ifico rp .com /a bou t/co /cq fh tm l
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1 0

plants  powered by coa l or na tura l gas  cannot accommodate  rapid changes  in demand as

s wiftly a s  hydropowe r. Hydropowe r a ls o is  a  re s ource  tha t works  in conce rt with othe r

renewable  re sources , such a s  wind power."7 The  flexibility of hydroe lectric gene ra tion is

augmented by the  fact tha t MWs can be  s tored in form of wa te r. TEP  does  not own nor

ope ra te  a  s ingle  MW of hydroe lectric gene ra tion. RMP and PacifiCorp a re  able  to utilize

1,135 MW of the ir re s ource s  in a  ma nne r a kin to bina ry options . TEP  ha s  no s uch

luxury, a nd a ll vola tility from re ne wa ble  re s ource s  a nd loa d is  s e rve d through the

dispa tch of coa l and na tura l gas  re sources . This  diffe rence  is  important when comparing

TEP to RMP and PacifiCorp. Once  aga in, a  quantita tive  ana lys is  of the  TEP PPFAC and

genera tion resources  would quickly revea l this  diffe rence .

11

1 2 Q. that the Wyoming sharing

13

. . . . 8
What is your response to Mr. Hlgglns' assertion

mechanism is not based upon a comparison to forecasts?

1 4

1 5

1 6

1 7

1 8

1 9

20

Mr. Higgins ' cla im tha t the  sha ring mechanism in Wyoming is  based upon ne t purchased

powe r in ra te s  a nd not on a  fore ca s t is  ina ccura te . The  ne t purcha s e d powe r cos t in

Wyoming's  ra te s  is  ba s e d upon a  forwa rd looking fore ca s t de rive d by the  utility. As

re fe re nce d in the  2015 Dire ct Te s timony of Be linda  J . Kolb, P h.D. re ga rding RMP  a nd

PacifiCorp in Wyoming s ta te s  tha t:

In its  ra te  ca se  a pplica tion, the  Compa ny file d a forecast Base  Ne t Power

C o s t o f a p p ro xim a te ly $ 1 .5 5 6  b illio n ,  To ta l C o m p a n y,  o f wh ic h

approxima te ly $269 million is  a lloca ted to Wyoming. The  Ne t Power Cos t2 1

2 2

23

24

25

26

27

7 http ://www.pa c ificorp .com/e s /hydro .h tml
8 S urre butta l Te s timony of Ke vin C. Higgins  on be ha lf of AECC a nd Noble  S olutions  - P urcha s e d P owe r
a nd Fue l Adjus tme nt Cla us e  (Augus t 25, 2016), pa ge  43, line s  14 - 22.
9 S urre butta l Te s timony of Ke vin C. Higgins  on be ha lf of AECC a nd Noble  S olutions  .__ P urcha se d P owe r
a nd Fue l Adjus tme nt Cla us e  (Augus t 25, 2016), pa ge  43, line s  19 - 20.
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tota l is  de rive d from the  Ge ne ra tion a nd Re gula tion Initia tive  De cis ion

The  forwa rd te s t ye a r us e d in the  compa ny's  2015 a pplica tion wa s  from J a nua ry l to

De ce mbe r 31, 2016. In a ddition, this  sa me  te s timony a lso de scribe s  how the  GRID tool

is  used to forecas t ne t power cos ts  ra te s  for a ll of PaciliCorp's  jurisdictions :

6

7

8

9

1 0

GRID is  a n  hourly p roduction  cos t d is pa tch  mode l tha t d is pa tche s

PacifiCorp resources  to se rve  customer load in the  most economic manner

unde r a  s e t o f s ys te m cons tra in ts . GRID is  p rima rily us e d  to  de rive

nonna lized Ne t Power Cos ts  for ra te  ca se s  and avoided cos t price s  to be

11

1 2

1 3

pa id to Qua lifying Fa cilitie s . GRID ha s  be e n us e d in e ve ry ge ne ra l ra te

ca s e  s ince  2002  in  a ll o f P a c ifiCo rp 's  ju ris d ic tions  a nd  a s  s uch  is

cons ide red to be  ve tted and an appropria te  mode ling tool to foreca s t Ne t

Power Costs.' 11 4

1 5

1 6

1 7

Mr. Higgins ' o wn  S u rre b u tta l Te s timo n y a ls o s u p p o rts  my o b s e rva tio n  th a t

benchmarking a  sha ring mechanism to the  Company's  approved power ra te  is  a  circula r

1 8 te s t of its  fore ca s t. No te  Mr.  Hig g in s ' q u o te  fro m th e  Wyo min g  P u b lic  S e rvice

1 9 Commiss ion:

20

2 1

22

23

Howe ve r, we  find, ba se d on the  te s timony from the  othe r pa rtie s  tha t the

sha ring band has  and will continue  to incept RMP to improve  its  forecas ts

of base  [ne t power costs] costs ...12

24

25

26

27

10 Pre-filed Direct Testimony of Belinda J. Kolb, Ph.D. before the Public Commission of Wyoming. (July
28, 2015) Docket No. 20000-469-ER-l 5 Record No. 1407, page 4, lines 9 - 12.
11 Pre-filed Direct Testimony of Belinda J. Kolb, Ph.D. before the Public Commission of Wyoming. (July
28, 2015) Docket No. 20000-469-ER-l 5 Record No. 1407, page 8, lines
12 Suwebuttal Testimony of Kevin C. Higgins on behalf of AECC and Noble Solutions - Purchased Power
and Fuel Adjustment Clause (August 25, 2016), page 44, lines 5 - 10.
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5

In orde r for a  sha ring mechanism to be  be lieved to improve  forecas ts  of ne t power cos ts ,

as  s ta ted above , the  basis  of the  adjustment must be  a  forecast. More  concerning than the

e vide nce  of GRID's  us e  in de s ign of a pprove d ra te s  is  Mr. Higgins ' cle a r de nia l of the

use  of fore ca s ts  a fte r himse lf be ing involve d in ca se s  involving RMP  a nd P a cifiCorp a s

an expert witness  for various specia l inte rest groups.

6

7 Q.

8

Wh a t is  yo u r re s p o n s e  to  Mr. Hig g in s ' c la im th a t imp ru d e n c e  is  n o t a  n e c e s s a ry

finding in  orde r to  implement a  ris k-s ha ring mechanis m?

9

1 0

11

1 2

1 3 his  hypothe s is  tha t

1 4

1 5

1 6

In  ma kin g  th is  c la im,  Mr.  Hig g in s  d o e s  n o t a d d re s s  in fo rma tio n  re g a rd in g  fu e l

procure me nt a nd dispa tch pra ctice s . In orde r to re comme nd a  cha nge  to TEP 's  PPFAC

without e xa mining such da ta , Mr. Higgins  unde rs ta nda bly minimize s  the  importa nce  of

findings  of a ctua l fa ct in orde r to jus tify his  own re comme nda tion. P a ra doxica lly, Mr.

Higgins  s ta te s  tha t a  "we ll-cra fte d s ha ring me cha nis m s upports "]3

TEP  will ge t the  "be s t pos s ib le  de a l", '4  ye t fa ils  to  p rovide  a ny a na lys is  fo r h is

re comme nda tion of a  70/30 s ha ring me cha nis m. A re comme nda tion without e vide nce

nor inves tiga tion to support it ce rta inly cannot be  conside red to be  we ll-cra fted.

1 7

1 8 Q-

1 9

Do Rocky Mountain Power and PacifiCorp represent the only risk-sharing

mechanisms in Oregon, Wyoming, Idaho, Montana, and Wyoming?

20

2 1

2 2

23

No . Ida ho P owe r u tilize s  a  P owe r Cos t Adjus tme nt Me cha nis m ("P CAM"). Ida ho

P owe r's  P CAM include s  both a  he a dba nd a nd a n a djus tme nt for a  re turn on e quity,

ne ithe r of which ha ve  be e n propos e d by Mr. Higgins . The  following pa ra gra ph from

Exhibit RJR-R-1 describes  the  inclus ion of re turn on equity in the  PCAM :

24

25

26

27

13 S urre butta l Te s tim ony of Ke vin C. Higgins  on be ha lf of AECC a nd Noble  S olutions  - P urcha s e d P owe r
a nd Fue l Adjus tm e nt Cla us e  (Augus t 25,  2016),  pa ge  43, line s  l - 2 ,
14 S urre butta l Te s tim ony of Ke vin C. Higgins  on be ha lf of AECC a nd Noble  S olutions  - P urcha s e d P owe r
a nd Fue l Adjus tm e nt Cla us e  (Augus t 25, 2016), pa ge  42, line s  19 - 20.
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2

3

4

5

6

Power supply devia tions  a re  ca lcula ted us ing an a symmetrica l headband.

A positive  devia tion (actua l expenses  grea te r than those  recovered) will be

re duce d by the  dolla r e quiva le nt of 250 ba s is  points  of Re turn on Equity

(ROE) from Ida ho P owe r's  la s t ge ne ra l ra te  proce e ding. Nine ty (90)

pe rce nt of a ny e xce ss  powe r supply cos t would be  de fe rre d for poss ible

re cove ry. A ne ga tive  de via tion  (a c tua l e xpe ns e s  lowe r tha n  thos e

re cove re d) will be  re duce d by the  dolla r e quiva le nt of 125 ba s is  points  of

ROE. Nine ty (90) pe rcent of any power supply savings  would be  de fe rred

for possible  refund to customers..5

7

8

9

1 0

P ortla nd Ge ne ra l Ele ctric  Com pa ny ("P GE") a ls o utilize s  a  he a dba nd a nd a n a djus tm e nt

for a  re turn on e quity. The  P ublic  Utility Com m is s ion of Ore gon orde re d:

"An n u a l Va ria n c e  Ta riff: Th e  C o m m is s io n  a d o p ts  a  P o we r C o s t

Adjus tme nt Me cha nis m (P CAM) with a n a s ymme trica l he a dba nd of -

75/+150 bas is  points , and beyond tha t, an a lloca tion of 90 pe rcent of the

va ria nce  to cus tome rs  a nd 10 pe rce nt to the  Compa ny. The  P CAM will

a lso have  an ea rnings  te s t tha t a llows the  Company to recover 90 pe rcent

of its  powe r cos ts  up to 100 ba s is  points  be low its  a uthorize d re turn on

equity (ROE), and re fund 90 pe rcent of its  power cos ts  to cus tomers  a fte r

the  Company earns more  than 100 basis  points  over its  ROE".I6

11

12

13

14
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16

17

18

19

20

2 1
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24
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W hile  TE P  is  no t in  fa vor o f the  us e  o f a  ris k-s ha ring  m e c ha n is m ,  pa rtic u la rly in  the

a bs e nce s  of qua ntita tive  a na lys is ,  the  inc lus ion  of a  he a dba nd  a nd  cons ide ra tions  for

15 Order No. 08-238 Entered April 28, 2008, Public Utility Commission of Oregon, Power Cost Adjustment
Mechanism Adopted. Page 3, paragraph 4. Exhibit RJR-R- l
16 Order No. 07-015 Entered January 12, 2007, Public Utility Commission of Oregon. Request for General
Rate Revision. Page 2, paragraph 5.
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1

2

re turns  on e quity in othe r utilitie s  fue l re cove ry is  re pre s e nta tive  of a  more  ba la nce d

approach to addressing fue l costs  than Mr. Higgins has recommended.

3

4 111. MARGINS FROM LONG-TERM SALES CONTRACTS.

Q. Mr. Higgins continues to propose that all revenues from wholesale sales, irrespective

of term, be credited against fuel and purchased power costs in the PPFAC. Do you

find his proposal to be a balanced approach?

No . Whe n  coup le d  with  Mr. Higg ins ' re comme nde d  buy-th rough  ta riff,  a nd  h is

oppos ition to the  re cove ry of TEP 's  los t mixe d-cos t ge ne ra tion re ve nue s  through the

LFCR, his  propos a l is  a nything but ba la nce d. Mr. Higgins  is  s imply a dvoca ting for a

lowe r price  for h is  cus tome rs , while  s tra nding cos ts  a t TEP  to  be  s pre a d ove r the

remaining re ta il customer base .

Q. In the last rate case, did TEP change the treatment of long-term wholesale sales in

the PPFAC Plan of Administration ("POA") in order to benefit the Company, as

Mr. Higgins claims?

5
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21

22
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No. In 2013, TEP  ma de  nume rous  cha nge s  to its  POA, one  of which wa s  to include  the

de finition of long-te rm whole sa le  sa le s . The  POA meaning of long-te rm whole sa le  sa le s

from the  2008 TEP  Se ttle me nt Agre e me nt through 2013 re lie d upon s imply re fe re ncing

nume rous  long-te nn tra ns a ctions  which we re  diffe ring in le ngth. By inc lud ing  the

Fe de ra l Ene rgy Re gula tory Commis s ion ("FERC") de finition of long-te rm s a le s , the

Compa ny sought to bring cla rity by incorpora ting the  indus try s ta nda rd de finition of the

diffe rence  be tween short-tenn sa les  and long-te rm sa les . Long-te rm wholesa le  sa les  have

rece ived the  same  trea tment s ince  the  inception of the  Company's  PPFAC, the re  was  no

change  in trea tment in 2013.

A.

A.
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1 Q.

2

Does RUCO witness Frank Radigan also propose a sharing of margins on TEP's

long-term wholesale power sales with retail customers?

3

4

5

Ye s . He  continue s  to a dvoca te  a n 80/20 s ha ring me cha nis m, whe re by 80% of the

margins  on new long-tenn wholesa le  s a les  be  credited to re ta il cus tomers .17 In support of

his  pos ition, on page  8 of his  Surrebutta l Tes timony he  s ta tes  as  follows :

6

7

8

9

1 0

It is  inequitable  for the  Company to profit off the  s a le s  of gene ra tor output

tha t is  s upporte d by re ta il cus tome rs . The  Compa ny s hould s till ha ve  a n

ince ntive  to ma ke  the s e  s a le s , howe ve r, or e ls e  the y jus t wouldn't bothe r

and both the  utility and ra tepayers  would be  worse  0ff.18

11

1 2 Q. Do you agree with Mr. Radigan's recommendation and supporting rationale?

13

1 4

1 5

1 6

1 7

1 8

1 9

20
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23

No. TEP 's  re ta il cus tomers  a re  a lready bene fitting from the  a lloca tion of gene ra tion cos ts

to the  Compa ny's  long-te rm whole s a le  contra cts . This  is  done  in e ve ry re ta il ra te  ca s e ,

whe re  the  a lloca tion me thod a nd unde rlying da ta  ca n be  s ubje cte d to de ta ile d s crutiny.

This  pe riodic re vie w proce s s  s e rve s  to true -up TEP 's  cos t a lloca tion for cha nge s  to the

Company's  wholesa le  contracts , as  well as  changes  to TEP's  re ta il cus tomer demand, tha t

occur be tween re ta il ra te  ca s e s . Becaus e  of this  cos t a lloca tion proces s , Mr. Radigan is

correct to point out tha t both TEP and its  cus tomers  would be  "wors e  off" if the  Company

did not ha ve  a ny long-te rm whole s a le  contra c ts . In  lig h t  o f th is ,  it  is  d iffic u lt  to

unde rs ta nd  why Mr.  Ra diga n  would  a dvoca te  ta king  a wa y 80% of the  Compa ny's

incentive  to ente r into s uch contracts . The  only pos s ible  ra tiona le  would be  his  be lie f tha t

profits  on new wholes a le  contracts  a re  s omehow "inequitable" to TEP 's  cus tomers .

24

25

26

27

17 Surrebuttal Testimony and Settlement Testimony of Frank Radigan on Behalf of RUCO (August 25,
2016), page 3, lines 17 -- 19.
18 Surrebuttal Testimony and Settlement Testimony of Frank Radigan on Behalf of RUCO (August 25,
2016), page 8, lines 4 .- 11.
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1 More ove r, RUCO continue s  to  oppos e  the  Compa ny's  propos e d LFCR cha nge s  to

recover genera tion costs . This , combined with the  proposed sharing mechanism, deprives

the  Company of any reasonable  opportunity to recover its  fixed genera tion costs .

2

3

4

5

6

Q. Mr. Radigan expresses concern regarding the treatment of two existing long-term

contracts. Do those contracts warrant a sharing mechanism as he proposes?

7

8

9

10

11

12

1 3

1 4

No. On pages 7-8 of his Surrebuttal Testimony he discusses the Company's retention of

profits on the Shell Energy contract, as well as the expected increase in sales to TRICO

Electric Cooperative in 2018. In the case of the Shell Energy contract, the Company has

already committed to treating that contract as a short-term sale for purposes of the 2017

PPFAC, thus fully crediting retail customers for the remaining margins on that contract.

As for the TRICO contract, the anticipated increase in sales is not scheduled to occur

until 2018, over a year after the expected effective for new retail rates. The scheduled

increase in contract demands, from 50 MW to 85 MW, is also quite small relative to

TEP's retail demand and overall system size. Between now and 2018, there are many

changes that could affect TEP's retail customer demand, the cost of operating and

maintaining TEP's generation fleet, and other factors that would normally factor into the

Company's jurisdictional cost allocation.

Q. What are the near-term prospects for expanding TEP's wholesale business?

15

16
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19

20

21
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The wholesale power market in the Southwest is currently very depressed, due in large

part to low natural gas prices and weak customer demand in the region. Although the

Company will continue to evaluate new wholesale opportunities as they arise, it is

challenging to negotiate profitable long-term wholesale contracts in the current market

environment.
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Q. Does this conclude your testimony?1

2 A .

3

4
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l 1 . INTRQQQQTIQN.

2

3

4

Q. Please state your name and business address.

My na me  is  De nise  A. S mith. My bus ine s s  a ddre s s  is  88 E. Broa dwa y Blvd., Tucson,

Arizona  85701.

Q. Did you file Direct and Rebuttal Testimony in this proceeding?

5

6

7

8

9

10

Ye s .

Q- Which Commission Staff and/or Intervener testimony do you address your

11

12

13

14

Rejoinder Testimony?

15

16

17

18

19

20

21

22

23

24

25

26

27

I a ddre s s  the  S urre butta l te s timonie s  file d by Ma tt Connolly of the  Utilitie s  Divis ion

("S ta ff') of the  Arizona  Corpora tion Commis s ion ("Commis s ion" or "ACC") on the

top ic  o f P re pa y Me te ring , Eric  Va n  Epps  of S ta ff on  the  top ic  o f a  DS M P la n  of

Ad m in is tra tio n ,  C yn th ia  Zwic k o n  b e h a lf o f th e  Ariz o n a  C o m m u n ity Ac tio n

Associa tion ("ACAA") on the  topics  of Bill Ass is ta nce , Life line  cus tome rs  a nd P re pa y

Me te ring, J e ff S chle ge l on be ha lf of S outhwe s t Ene rgy Efficie ncy P roje ct ("S WEEP ")

re ga rding P re pa y Me te ring, a nd Sa rita  Mora le s  a nd Scott Northrup on be ha lf of IBEW

Loca l 1116 ("IBEW") on the  topic of Cus tome r Se rvice .

A.

A.

A.

1

in



II. RES P ONS E T() S TAFF (Ma tt Co n n o llv).1

2

3

4

Q~ Do you have any comment on Staff witness Mr. Connolly's belief that Prepay

should be a billing option but not an Energy Efficiency program?I

5

6

7

8

9

10

11

12

The  Compa ny re s pe ctfu lly d is a gre e s  with  Mr. Connolly. Tucs on Ele ctric P owe r

Company ("TEP") be lieves  the re  is  a  s trong case  to be  made  tha t Prepay is  ve ry s imila r

to  o the r be ha viora l Ene rgy Efficie ncy ("EE") progra ms . TEP  be lie ve s  tha t it is

u ltima te ly a  policy de cis ion by the  Commis s ion whe the r P re pa y provide s  e ne rgy

e ffic ie ncy s a vings  a nd  s hou ld  be  inc lude d  a s  a  p rogra m in  TEP 's  ne xt Ene rgy

Efficie ncy Imple me nta tion P la n. Cons is te nt with our othe r EE progra ms , the  Compa ny

ha s  propos e d tha t a  third pa rty e va lua te  this  progra m by ide ntifying a nd ve rifying

savings  which a re  sepa ra te  from disconnection and compare  our EE program to othe r

like  programs a round the  country.

III. RESPO_NSETo.s_1FF(Eriskn Epos).

Q. Do you agree with Staff witness Mr. Van Epps' recommendation to submit a final

POA for the DSM surcharge adjustor within 60 days of a decision in this case?

13

14

15

16

17

18

19

20

21

22

Ye s .

23

24

25

26

27 I Connolly Surrebuttal, 4:4~5.

A.

A.

2



1 Iv. RESPONSE TO ACAA (Cvnthia Zwick).

2

3 Q.

4

Does the Company agree with ACAA's request to increase the funding of TEP's

current Bill Assistance program from $150,000 to $200,000?

5

6

7

8

The  Company be lieves  tha t its  sha reholder contribution of $150,000 annua lly to the  bill

a ss is tance  program in TEP 's  se rvice  te rritory is  reasonable . However, TEP is  proposing

to commit to this  funding le ve l for a  five -ye a r pe riod.

9 More ove r, we  re ce n tly a nnounce d  a n

a s s is ta nce  progra m to re a ch the  communitie s  s e rve d by UNS  Ele ctric, Inc. ("UNS

Ele ctric").  Be g inn ing  th is  ye a r, UNS  Ele c tric  will vo lun ta rily con tribu te  $50 ,000

annua lly for five  yea rs  to ACAA for the  Home  Energy Ass is tance  Fund.

e xpa ns ion  of our s ha re holde r-funde d b ill

10

11

12

13

14 The se  sha re holde r-funde d commitme nts  would provide  $1 million of funding to ACAA

over the  next five  yea rs  for bill a ss is tance  programs in the  communitie s  se rved by TEP

a nd UNS Ele ctric.

15

16

17

18

19

20

21

22

23

24

Q. Do e s  th e  Co m p a n y s u p p o rt a u to m a tic a lly e n ro llin g  c u s to m e rs  in  th e  Life lin e

program who receive  bill as s is tance?

As  s ta ted in my Rebutta l Tes timony, to he lp support the  Life line  program the  Company

will ma ke  e ve ry e ffort to ke e p a s s is ta nce  a ge ncie s  s upplie d with Life line  e nrollme nt

pa mphle ts  tha t the y ca n provide  to a ll qua lifying a ss is ta nce  re cipie nts . Cons is te nt with

the  re ce nt ra te  orde r for UNS  Ele ctric, TEP  will a ls o inve s tiga te  how to imple me nt a

streamlined, cost e ffective  automatic enrollment process  before  TEP's  next ra te  case .

25

26

27

A.

A.

3



1 Q.

2

Do you agree with the ACAA's recommendations to hold Lifeline customers

harmless from deposits?

3

4

No. TEP  be lie ve s  a ll cus tom e rs  s hould be  tre a te d ide ntica l with re s pe ct to de pos its .

TEP  c urre n tly doe s  a nd  will c on tinue  to  work with  c us tom e rs  who  ne e d  fina nc ia l

5 ass is tance.

6

7 Q.

8

9

ACAA has expressed the opinion, and cited the opinion of others, that Prepay is

not a voluntary program because for some customers the only option might be

Prepay or no electrical service, is this a fair criticism?

10 No. Ente rta ining  ACAA's  hypothe s is  tha t cus tom e rs  m ight only ha ve  a  choice  be twe e n

11

12

13

14

Prepay and no se rvice  leads  one  to conclude  tha t there  a re  those  who, presently absent the

option of P re pa yme nt, a re  living without e le ctricity. We  do not be lie ve  this  to be  true . If

a pprove d, P re pa y will be  a n a dditiona l option for a ll of our re s ide ntia l cus tom e rs . TEP

cannot force  a  re s identia l cus tomer onto any ra te  plan.

15

16 Q.

17

18

19

In Surrebuttal Testimony ACAA continues to express concerns about the

methodology by which other Prepay programs have evaluated energy conservation

resulting from program participation. Do you believe these concerns are relevant

to approving this rate option within this rate case?

20 A.

21

22

23

24

25

No. For s e ve ra l re a s ons : (1) this  ra te  ca s e  a s ks  only for a pprova l of the  progra m a s  a

billing option, (2) the  prope r ve nue  for de ba ting the  P rogra m's  me rits  a s  a n e ne rgy

conse rva tion program is  within the  DSM planning process , (3) the  Company has  agreed

to conduct a  third pa rty e va lua tion of the  progra m a s  a n e ne rgy conse rva tion progra m

should it be  approved as  such, and (4) it is  not the  practice  of the  Commiss ion or S ta ff to

permit the  Company to cla im conserva tion savings  tha t a re  not ve rified.

26

27

A.

A.

4



1 Q.

2

3

Do you agree with ACAA's conclusion that the APS pilot should be "viewed with

suspicion" because 63-69% of survey participants were low-income while only 7%

of participants in the energy efficiency impact analysis were low-income?2

4

5

6

7

8

No. The  s urve y pa rtic ipa nt s a mple  re fe re nce d de libe ra te ly ove rs a mple d e lde rly a nd low

in c o m e  c u s to m e r s e g m e n ts  p u rs u a n t to  AP S  De c is io n  No .  7 2 2 1 4 ,  wh ic h  s ta te s  "If

ne ce s s a ry,  e lde rly a nd  low incom e  cus tom e r s e gm e nts  s ha ll be  ove r-s a m ple d  in  the

s tu d y to  e n s u re  a d e q u a te  s a m p le  s iz e s  fo r th e  re lia b le  a n a lys is  o f th e  e ffe c ts  a n d

re se a rch que s tions  for the se  cus tome r se gme nts ."

9

10

11

In  contra s t,  the  pa rtic ipa nt pool e lig ib le  for the  e ne rgy e ffic ie ncy im pa c t a na lys is  wa s

dicta te d by s cie ntific  m e thodology a s  follows :

1 2 •

1 3

14

15

1 6

O f 2 , 1 3 1  u n iq u e  p ilo t  p a rt ic ip a n ts ,  1 1  we re  re m o v e d  b e c a u s e  th e y m o v e d

pre mis e s  during the  progra m.

Of 2,120 re ma ining pa rticipa nts , only 610 ha d pre -e r1ro11me nt consumption da ta .

Of 610 e ligible  pa rtic ipa nts , 86 ha d s uffic ie nt pre - a nd pos t- e nrollm e nt da ta  for

ma tching a ga ins t a  non-pa rticipa nt control group.

1 7

18 Q. Do you have any comment on ACAA's assertion that there is "no reason to force

1 9 customers onto prepaid electricity in order to

. . 3
mformatlon"?

re c e ive  [d a ily] c o n s u mp tio n

20

2 1

22

23

C u rre n t  c u s to m e rs  re c e iv e  m o n th ly c o n s u m p tio n  in fo rm a tio n  o n  th e ir b ill. P re pa y

cus tome rs  will ha ve  the  a dde d be ne fit of re ce iving da ily e ne rgy cons umption da ta , a long

with  a le rts  re ga rd ing  a ccoun t ba la nce ,  which  will e na b le  the m  to  be tte r m a na ge  the ir

24 e ne rgy use .

25

26

27
2 Zwick Surrebuttal, 2] : 12-17.
3 Zwick Surrebuttal, 23: 1-2.

A.

A.
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1 Q.

2

3

Do you agree with Ms. Zwick that reduction in bad debt, carrying costs, collections

expenses and write-offs resulting from the Program constitute a "savings" which

Prepay participants are entitled to?4

4 No, I don 't. The  reduction of bad debt and collection expenses  benefits  a ll of our

customers.5

6

7 Q~

8

Do you agree with ACAA's statement that "levelized billing...is inaccessible to

prepay cust0mers"?5

9 No. Customers choosing Prepay are of the Company's  leve lized billing

1 0

opting out

program in favor of taking more direct control of their bill. However, customers have the

11 benefit of choosing the billing option that suits their lifestyle.

1 2

13 v . REsp0n$E.T_0 SWEEP (Je ff schlege l,

14

1 5 Q.

1 6

Do you agree with SWEEP's conclusion that continuing to recover funding for

DSM, but not other energy resources, through an adjustor is neither transparent,

1 7 nor equitable?

1 8

1 9

20

2 1

22

23

24

No. The Company believes that customer-funded programs that are designed to meet

Commission-mandated programs, like the Energy Efficiency Standard and the Renewable

Energy Standard, should be collected from customers through adj Astor mechanisms.

Adj Astor mechanisms provide clear line-of-sight transparency to the budget levels for

these programs and affords the Commission with the flexibility to adjust funding levels

as appropriate. Furthermore, although SWEEP made the same proposal in the UNS .

Electric rate case, the Commission rejected the proposal and in its order stated, "We

25

26

27
4 Zwick Surrebuttal, 23:8-12.
5 Zwick Surrebuttal, 23:24-25.

A.

A.

A.
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1 believe  that a t this  time, keeping the  DSM adj Astor as a  separa te  line  item is  the  best

course  of acti0n."62

3

4 Q- P le a s e  c o mme n t o n  S WEEP 's  p ro p o s a l to  s e p a ra te  P re p a y a s  a  ta riff fro m th e

enhanced cons ervation awarenes s  the  program will offer?5

6 See response(s) to ACAA above .

7

8 VI. RES P ONS E TO IBEW LOCAL 1116 (S a rita  Mo ra le s  & S c o tt No rth ru p ).

9

10

11

Q- Have you reviewed the Surrebuttal Testimony of IBEW witnesses Sarita Morales

and Scott Northrup?

12

13

14

Yes , I have.

Q. Please respond to IBEW witness Ms. Morales' assertion that the Part-Time

Seasonal Customer Service Representatives ("Seasonal CSRs") have caused

hav0c.7

I comple te ly disagree  with Ms . Mora le s ' cha racte riza tion.

15

16

17

18

19

20

21

22

Q- Why did  TEP hire  Seas ona l CSRs ?

23

24

25

26

27

As me ntione d in my Re butta l Te s timony, the  Compa ny hire d 25 S e a sona l CS Rs  a s  a

pilot program to cos t-e ffective ly address  the  seasona l spikes  experienced in ca ll volume

during the  summe r a nd e a rly fa ll. This  ha s  re sulte d in a  re duction in the  a ve ra ge  wa it

time  pe r cus tomer by 60% compared to la s t summer - a  clea r bene fit to our cus tomers .

6 Decision No. 75697 (August 18, 20]6).
7 Morales Surrebuttal, 7:20.

7

A.

A.

A.

A.



1

2

In addition, the re  have  been no infonna l ACC compla ints  filed by cus tomers  re la ting to

wait time as compared with 11 complaints  filed last su1n1ner.8

3

4 Q.

5

Please explain how you assure the seasonal workforce meets the Company's

quality standards and provides excellent customer service.

6

7

8

9

The  Company has  taken the  appropria te  s teps  to provide  tra ining and adequa te  qua lity

assurance  monitoring for the  Seasona l CSRs. The  classroom tra ining occurs  over a  two

week time frame  and is  led by the  depa rtment tra ine r. In a ddition to this  tra ining, the

Seasonal CSRs are  given on-the-j ob tra ining with the  tra iner and/or a  supervisor for one

10 we e k. Afte r the  tra ining, the  S e a sona l CS Rs  a re  subje ct to the  s a me  monitoring a nd

11

12

qua lity a ssurance  program as  our full-time  employees . In fa ct, in s tudying the  qua lity

monitoring s core s , the  S e a s ona l CS Rs  ha ve  ve ry s imila r numbe rs  to a  ne w full-time

13 employee .

14

15

16

1 7

As a  pa rt of our qua lity a ssurance  program, cus tomers  have  the  option to comple te  an

a fte r ca ll surve y whe re  the y give  fe e dba ck on how the  ca ll wa s  ha ndle d by the ir CSR.

The  scores  for our Seasona l CSRs a re  a lso very s imila r to our full-time  employees .

18

1 9

20

For these  reasons , the  Company be lieves  there  is  sufficient overs ight, qua lity assurance

a nd tra ining for the  S e a s ona l CS Rs . Once  this  pilot conclude s  in  the  fa ll, it is  the

Company's  intent to eva lua te  a ll aspects  of the  program.21

22

23

24

Z5

26

27 8 As of August 26, 2016 for both ACC complaints and average speed of answer statistics.

A.
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1 Q. What happens if a Seasonal CSR receives a billing question they can't answer?

2

3

4

Billing ques tions  can, a t times , be  complex. In such cases , those  ca lls  a re  transfe rred to

a  more  e xpe rie nce d full-time  CS R who re ce ive  full cre dit for ta king the  ca ll. Curre ntly

this  occurs  approxima te ly 8% of the  time .

5

6 Q. Are UNS Gas emergency calls "bounced around the system" as suggested by

IBEW witness Ms. M0rales?97

8

9

1 0

11

1 2

1 3

No. The  Compa ny ta ke s  the  sa fe ty of its  cus tome rs  ve ry se rious ly. IBEW witne ss  Ms .

Mora le s  is  mis ta ke n a bout the  tra ining provide d to S e a s ona l CS Rs  re ga rding ga s

e me rge ncy ca lls . If a  UNS  Ga s  cus tome r re que s ting a  ga s  e me rge ncy ina dve rte ntly

ca lls  the  TEP  cus tome r s e rvice  numbe r, the  S e a s ona l CS Rs  ha ve  be e n tra ine d to

immedia te ly hand the  ca ll over to a  full-time  employee  or a  member of the  management

te a m. The re  is  a lwa ys  a  full-time  e mploye e  or a  me mbe r of ma na ge me nt a va ila ble  to

1 4 work with the  Se a sona l CSRs . As of the writing of this  testimony, this  s ituation has

1 5 never occurred.

1 6

1 7 Q- Explain the  proces s  for how full-time employees  as s is t the  Seas onal CSRs .

1 8 Our expe rienced full-time  employees  voluntee r to a ss is t the  new Seasona l CSRs . The

1 9

20

2 1

2 2

fe e dba ck from this  cros s -tra ining proce s s  ha s  be e n pos itive  from both the  full-time

e mploye e s  a nd the  S e a sona l CS Rs . About one -third of our full-time  e mploye e s  ha ve

volunteered to ass is t and answer questions for the  new Seasonal CSRs. Contra ry to Ms.

Mora le s ' te s timony, the s e  full-time  e mploye e s  a re  not pe na lize d for a s s is ting the

23

24

25

26

27
9 Morales Surrebuttal, 8: 19-20.
10 Morales Surrebuttal, 8:11-13.

A.

A.

A.

9



1 Q. Do you and other call center management personnel meet regularly with IBEW

2 repres entatives ?

3

4

5

6

7

Yes. The  department managers  hold monthly mee tings  with the  union s tewards  and the

union bus ine s s  re pre se nta tive . In a ddition, a  joint ma na ge me nt/la bor committe e  wa s

recently e s tablished to propose  pe rformance  me trics . Ca ll cente r supe rvisors  a lso mee t

monthly with union s te wa rds  to dis cus s  a ny is s ue s . Contra ry to Ms . Mora le s ' cla ims ,

the  teams work toge ther in a  collabora tive  and positive  manner.

8

9 Q. Do you have any other concerns from IBEW that you would like to address?

1 0 A. Ye s ,  IBE W witn e s s  Mr.  No rth ro p  ma ke s  u n s u b s ta n tia te d  c la ims  a b o u t c ro s s -

11

1 2

1 3

1 4

1 5

subsidiza tion occurring in the  Ca ll Cente r be tween TEP and UniSource  Energy Services

("UE s "). " While  it is  pos s ible  tha t a  UES  cus tome r might ca ll the  TEP  cus tome r

service  phone  number, we use  cost a lloca tion methods tha t a lloca te  the  costs  associa ted

with shared resources and systems based on both the  underlying customer count as  well

as  ca ll cente r tracked time  to avoid cross  subsidiza tion.

1 6

1 7 Q. Does this conclude your Testimony?

1 8 Ye s .

1 9

20

2 1

22

23

24

25

26

27 11 Northrup S urrebutta l, 5:21-23.

A.

A.

1 0
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1 1 . INTRODUCTION.

2

3 Q. Please state your name and business address.

4 H. Edwin Ove rca s t. My bus ine s s  a ddre s s  is  P . O. Box 2946, McDonough, Ge orgia

5 30253.

6

7 Q- Did you file Direct or Rebuttal Testimony in this proceeding?

8 Ye s , I file d Re butta l Te s tim ony in this  proce e ding.

9

1 0 Q. Which Intervenor testimony do you address in your Rejoinder Testimony?

11

1 2

13

14

1 5

16

17

I will re s pond  to  the  te s tim ony o f witne s s  Kobor o f Vo te  S o la r,  witne s s  Hube r o f the

Re s ide ntia l Utility Cons um e r Office  (RUCO),  witne s s  Zwick of the  Arizona  Com m unity

Ac t io n  As s o c ia t io n  (AC C A) ,  witn e s s  Hig g in s  o f F re e p o r t  Min e ra ls  C o rp o ra t io n ,

Ariz o n a n s  fo r E le c tric  C h o ic e  & C o m p e tit io n  a n d  No b le  Am e ric a s  E n e rg y S o lu tio n s

LLC ,  a n d  witn e s s  Bla tz  o f th e  S o u th we s t  E n e rg y E ffic ie n c y P ro je c t  (S W E E P ) a n d

We s te rn Re s ource  Advoca te s  (WRA). S ince  s e ve ra l of the s e  witne s s e s  cove r the  s a m e

is sue s , a t some  points  I will re fe r to the m colle ctive ly for e a se  of dis cus s ion.

1 8

1 9 Q. How is your testimony organized?

20

2 1

2 2

23

24

25

26

27

My te s timony addresse s  the  use  of the  minimum sys tem for cla ss ifying cos ts  a ssocia ted

with dis tribution s ys te m cos ts  in FERC a ccounts  364-368 be twe e n a  cus tome r a nd a

demand component. The  parties  who oppose  this  cost classifica tion have  chosen to e ither

ignore  the  evidence  re la ted to cost causa tion for these  accounts  or have  made  fa ta l e rrors

in  th e ir a n a lys is  o f th e  e vid e n c e  b e fo re  th e  Ariz o n a  Co rp o ra tio n  Co mmis s io n

(Commiss ion) tha t provides  the  factua l bas is  for use  of the  minimum sys tem. Oppos ition

to the  us e  of the  minimum s ys te m is  s imply not cons is te nt with the  principle  of cos t

causa tion a s  my Rebutta l Tes timony has  shown. I a lso discuss  why it is  both necessa ry

1

A.

A.

A.

A.

ll\l



1

2

3

4

and appropria te  to ra ise  the  monthly cus tomer charge  for ra tes  to be  e fficient, cos t-based

and jus t and rea sonable . Cos t-based ra te s , a s  a  ma tte r of principle , is  a  requirement for

ra te s  tha t s a tis fie s  the  U.S . S upre me  Court ma nda te  tha t ra te s  provide  the  utility a

reasonable  opportunity to ea rn its  a llowed ra te  of re turn.

5

6

7

8

9

1 0

11

I will a lso address  issues  re la ted to energy price  s igna ls  and conse rva tion tha t have  been

the  subje ct of the  surre butta l te s timony of se ve ra l witne sse s . The  cla im tha t ra is ing the

utility's  monthly cus tome r cha rge  will re s ult in de cre a s e d e ne rgy cons e rva tion is  not

cre dible  unle s s  the  only de finition of cons e rva tion is  re duce d us e , a nd tha t is  not the

de finition of conse rva tion. As  I discussed in my rebutta l te s timony the  actua l de finition of

cons e rva tion follows : "Cons e rva tion is  the  a ct of pre s e rving, gua rding or prote cting,

1 2 wise  use ."

1 3

1 4 11. COMMENTS on.w1Tn1;ss HU13ER'§ SURREBUITAL T.EsT1mony_.

1 5

1 6 Q.

1 7

Witness Huber asserts that you are incorrect when you state that the basic customer

method is inconsistent with the NARUC Electric Cost Allocation Manual (NARUC

1 8 Manual). Please comment on that assertion.

1 9

20

2 1

2 2

Witness  Hube r's  a sse rtion is  comple te ly contra ry to the  contents  of the  NARUC Manua l

for a  number of reasons . For example , the  bas ic cus tomer me thod is  not even discussed

in the  NARUC Ma nua l. In fa ct, the  NARUC Ma nua l s ta te s  the  following re la te d to the

classifica tion of dis tribution system costs  be tween customer and demand.

23

24

25

26

27

Dis tribu tion  p la n t Accoun ts  364  th rough  370  invo lve s  de ma nd  a nd

cus tome r cos ts . The  cus tome r compone nt of dis tribution fa cilitie s  is  tha t

portion of the  cos ts  which va rie s  with the  number of cus tomers . Thus , the

numbe r of pole s , conductors , tra ns forme rs , s e rvice s  a nd me te rs  a re

2

fluff l
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1

2

dire ctly re la te d  to  the  numbe r of cus tome rs  on  the  u tility's  s ys te m.1

(Emphasis  added.)

3

4 The re  is  no a mbiguity in this  s ta te me nt a nd it is  ce rta inly e vide nce  tha t the  NARUC

5

6

7

8

9

1 0

11

Manual does not support the  use  of services and meters  as the  only customer-re la ted plant

cos ts . Thus  my conclus ion re la tive  to the  bas ic cus tomer me thod is  comple te ly accura te .

More  importa ntly, my Re butta l Te s timony ha s  provide d the  critica l lynchpin be twe e n

cus tomer and demand cos ts  by empirica l ana lys is  tha t shows the  equipment in Accounts

364 through 368 a re  dire ctly re la te d to the  numbe r of cus tome rs  s e rve d by the  utility.

Tha t conclus ion is  not ba s e d s ole ly on my own e vide nce , but it is  a ls o s upporte d by

empirica l ana lyses  conducted for e s tima ting tota l factor productivity in utility ra te  cases .

1 2

13 Q. Does  witnes s  Huber find fault with  your empirica l ana lys is ?

1 4

1 5

1 6

1 7

1 8

1 9

20
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2 2
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25

26

Ye s . Witne s s  Hube r cla ims  tha t ne ithe r a na lys is  "s ucce e ds  in proving cos t ca us a lity."

The  ba s is  for h is  conclus ions  re la te d to  cos t ca us a lity in  the  re gre s s ion a na lys is  I

pre se nte d is  the  conce pt of "omitte d va ria ble  bia s". Esse ntia lly, this  is  a n a rgume nt tha t

the  inde pe nde nt va ria ble s  spe cifie d in the  re gre s s ion a na lys is  omitte d a  critica l mode l

va ria ble  a nd the re by produce  a  re s ult tha t is  bia s e d. Howe ve r, the  dis cus s ion of this

potentia l problem ignores  the  conditions  necessa ry to reach the  conclus ion tha t a  critica l

va ria ble  ha s  be e n omitte d. Two conditions  mus t hold true  for omitte d-va ria ble  bia s  to

e xis t in  a  line a r re gre s s ion : 1 ) the  omitte d  va ria b le  mus t be  a  de te rmina nt o f the

de pe nde nt va ria ble  (i.e ., its  true  re gre s s ion coe fficie nt is  not ze ro), a nd 2) the  omitte d

va riable  mus t be  corre la ted with one  or more  of the  included independent va riable s  (i.e .

coy(z,x) is  not equa l to ze ro). Witness  Huber does  not agree  tha t his  lis t of other variables

me e ts  e ithe r of the s e  two te s ts . Th e re  is  a ls o  a  va ria b le  o mitte d  in  th e  mo d e l

specifica tion. For example , witness  Hube r pos tula te s  tha t kWhs  a re  re levant and should

27

1 NARUC Electric Utility Cos t Alloca tion Manua l, p. 95.
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1

2

3

4

5

6

7

8

9

ha ve  be e n inc lude d in the  a na lys is . Howe ve r, the re  is  no pos s ible  ba s is  for inc lus ion of

kWhs  in  a  prope rly s pe c ifie d mode l of cos t ca us a tion. KWhs  ca nnot ca us e  dis tribution

inve s tme nt s ince  a  ca us a l va ria ble  mus t pre ce de  the  de pe nde nt va ria ble  a nd kWhs  a re  not

known until a fte r the  de live ry fa c ilitie s  a re  ins ta lle d . Tha t ins ta lla tion  is  ba s e d  on  two

inde pe nde nt me a s ure s - the  e xis te nce  of the  cus tome r on the  utility's  dis tribution grid a nd

the  ma ximum de ma nd of tha t cus tome r. The re  a re  no othe r va ria ble s  omitte d from the

mode l s inc e  the s e  a re  in  fa c t the  inde pe nde n t va ria b le s  us e d  to  de ve lop  the  u tility's

de live ry s ys te m. Thus  the re  is  no  e vide nce  o f omitte d  va ria b le  b ia s . The  m ode l is

prope rly s pe c ifie d  a nd me e ts  a ll the  re quire d  s ta tis tica l te s ts  to  de mons tra te  tha t both

1 0

11

de ma nd a nd cus tome rs  ca us e  the  inve s tme nt in  FERC a ccounts  364 through 368. The

firs t a na lys is  I pre s e nte d is  conclus ive  a s  to cos t ca us a tion.

1 2

13 Q.

1 4

15

Please comment on the analysis used by witness Huber to dismiss the transformer

analysis used in your Rebuttal Testimony to demonstrate that only with the

minimum system analysis can delivery costs allocated among the customer classes

reflects cost causation.1 6

1 7

1 8

1 9

20

2 1

2 2
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Witness  Huber makes  two a rguments  he  cla ims prevent the  use  of this  ana lys is . Firs t, he

a rgue s  incorre ctly tha t the  phys ica l count of tra ns forme rs  use d by the  re s ide ntia l cla s s

ma y not re fle ct the  tota l cos t of those  tra ns forme rs . For purpose s  of de mons tra ting the

phys ica l a lloca tion of tra ns forme r a s s e ts , the  cos t is  not pa rticula rly re le va nt to the

argument tha t Non-Coincident Peak (NCP) under a lloca tes  the  number of transformers  to

re s ide ntia l cus tome rs . The  cos t be come s  importa nt whe n de ve loping the  cla ss  re ve nue

re quire me nts  a nd the  re s ide ntia l cla s s  re ce ive s  a  pro-ra ta  sha re  of the  tota l cos ts . This

me a ns  tha t the  a lloca te d sha re  of tra ns forme r cos ts  for the  re s ide ntia l cla s s  is  a ctua lly

lowe r tha n the  cos t of the  phys ica l tra ns forme rs  s imply be ca use  of e conomie s  of s ca le

tha t re s ult in  a  highe r cos t pe r ka  of tra ns forme r ca pa city for s ma lle r, s ingle  pha s e

tra ns fonne rs  use d by re s ide ntia l cus tome rs . This  is  not a  fla w in  the  a na lys is  but a

4
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1

2

3

be ne fit tha t re s ults  from a ve ra ge  cos ting in  the  utility's  cos t of s e rvice  s tudy. His

a rgument makes  the  re sults  of the  minimum sys tem conse rva tive  re la tive  to actua l cos ts ,

a nd the re fore  mus t be  re je cte d a s  a n a rgume nt a ga ins t the  minimum s ys te m cos t

4 cla s s ifica tion.

5

6 The second argument against the  analysis  is  tha t trans fonners  may be  used by more  than

7 one  cla ss . The re  a re  two proble ms  with this  s ta te me nt. Firs t, ne a rly a ll re s ide ntia l

8 Thus  mos t

9

1 0

11

1 2

1 3

1 4

tra ns forme rs  a re  s ingle  pha s e  a nd s te p  down to  s e conda ry volta ge .

tra ns forme rs  a re  unique ly s e rving the  re s ide ntia l cla s s  a lone . Whe re  the  tra ns forme rs

se rve  sma ll comme rcia l cus tome rs  a lso, the  tra ns forme r is  cons ide re d re s ide ntia l only if

more  tha n ha lf of the  loa d is  re s ide ntia l. Thus , the  e s tima te  of the  phys ica l numbe r of

trans formers  se rving re s identia l cus tomers  is  ba sed on actua lly se rving re s identia l load.

Use  of the  ba s ic cus tomer cha rge  me thod a lloca te s  the se  cos ts  predominantly to la rge r

customer classes  who account for more  NCP demand but do not even cause  the  costs  for

1 5

1 6

1 7

1 8

s ingle  pha s e  s e conda ry tra ns forme rs . Witne s s  Hube r is  incorre ct in his  criticis m a nd

hence has not shown by evidence that customers are  not the  cause  of these  delivery costs .

The  only re ma ining conclus ion is  tha t it is  the  s o ca lle d ba s ic cus tome r me thod tha t

cannot and does not reflect cost causa tion and therefore  must be  re jected as  a  measure  of

1 9 the  a lloca ted cus tomer cos ts  for the  utility's  de live ry sys tem.

20

2 1

2 2

Q. Witness Huber states that RUCO's position is that any cost that is shared between

customers should not be included in fixed charges. Please comment on this position.

23

24

25

26

27

The re  is  no  ba s is  for th is  pos ition  o the r tha n a n  opinion cons is te nt with  the  ba s ic

cus tomer me thod tha t is  unsupported by any evidence  of cos t causa tion or even support

from any rigorous  ana lys is  of cos t of se rvice  and ra te  des ign. The  fact tha t fixed cha rges

a re  ca lcula te d including s ha re d cos t is  s ufficie nt to de mons tra te  tha t e quita ble  ra te s

re quire  fixe d cos t re cove ry in fixe d cha rge s  in orde r for ra te s  to be  jus t, re a sona ble , not

A.
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1

2

3

4

5

unduly dis crimina tory a nd to fa irly re cove r the  a pportione d cos ts . The  a rgume nt tha t

fixe d cha rge s  mus t be  us e d to re cove r fixe d cos ts  is  firmly e s ta blis he d for nume rous

re a s ons  a s  I ha ve  e xpla ine d in my Re butta l Te s timony a nd in the  pa pe r provide d a s

Appe ndix B to tha t Re butta l Te s timony. The  a ve ra ge  cus tome r cos t from the  utility's

cos t of se rvice  s tudy is  based on a  mix of sha red and dedica ted facilitie s  and represents

6 the average customer cost across the class of service.

7

8 Q.

9

1 0

Witness Huber discusses the matching principle and claims that among other things

it is not related to rate design and the minimum system violates the matching

principle. Please comment on these claims.

11

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

Witness  Huber cite s  to an American Public Power Associa tion (APPA) report tha t no ra te

de s ign will re s ult in a  pe rfe ct ma tching of ra te s  a nd cos ts . Tha t conclus ion is  wholly

cons is te nt with my vie ws  on the  ma tching principle  a nd ha s  no role  in de te rmining the

conclus ions  I ha ve  dra wn a bout the  ma tching principle  a s  it re la te s  to ra te  de s ign. As  I

have  pointed out, each customer has  a  diffe rent actua l cos t by virtue  of such factors  such

as the  s ide  of the  s tree t the  customer is  served on or the  age  of the  facilities  tha t serve  the

customer. There  a re  other factors  discussed in my Rebutta l Testimony such as  urban and

rura l cos ts , ove rhead and unde rground cos ts  and so forth. The  ma tching principle  is  not

based on perfection for each customer s imply because  ra tes  a re  based on average  costs

20

2 1

2 2

for a  cla s s not the  a ctua l cos ts  for e a ch cus tome r. Ma tching is  howe ve r a n importa nt

ra te ma king principle  for both re ve nue  re quire me nts  in the  ra te  e ffe ctive  pe riod a nd the

de s ign of ra te s  ne ce ssa ry to provide  the  utility with a  re a sona ble  opportunity to re cove r

23

24

revenue  requirements  from cus tomers  in a  way tha t provides  the  utility with a  reasonable

opportunity to  re cove r cos ts  Hom thos e  cus tome rs  who ca us e  the  cos ts . Without

25

26

27

ma tching, no ra te  de s ign ca n me e t the  re quire me nt tha t the  utility ha s  a  re a s ona ble

opportunity to a m the  a llowe d ra te  of re turn a nd tha t a n individua l cus tome r pa ys  the

a ve ra ge  cos t impos e d on the  utility's  de live ry s ys te m. Both of the s e  conce pts  a re  not

A.

6
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1

2

a ddre s se d by witne s s  Hube r in his  ra te  de s ign proposa ls  so it is  not surpris ing tha t he

would find this  principle  proble ma tic.

3

4 Q- How does witness Huber ignore these principles in rate design?

5
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Witne s s  Hube r ignore s  both  of the  cos t ca us a tion a nd the  ma tching principle s  by

supporting ra tes  tha t recover nea rly a ll fixed cos ts  in ever increas ing kph charges  or non-

cos t ba s e d TOU price  s igna ls  couple d with a s  low a  cus tome r cha rge  a s  his  ba s ic

customer method will support. A two-part ra te  cannot track cos ts  unless  a  cus tomer class

is  homogeneous. Residentia l customers  a re  no longer homogeneous or even close  to tha t

s tanda rd with the  introduction of dis tributed ene rgy re sources . Currently cus tomers  have

load factors  a s  low as  ze ro and a s  high a s  above  40 pe rcent. It is  imposs ible  for any two

pa rt ra te - TOU or othe rwise - to ma tch cos ts  a nd re ve nue s  during a  ra te  e ffe ctive  pe riod

for cus tomers  who have  this  la rge  a  va riance  in consumption pa tte rns . For example , no

two cus tomers  have  the  same  on-peak kph use . Unde r witness  Hube r's  proposed ra te s ,

the  on-peak hours  recove r a  s ignificant portion of the  utilitie s  fixed cos ts  tha t do not va ry

with kph us e . Thus  if kph us e  drops  in re s pons e  to a  high on-pe a k price  s igna l, the

utility is  deprived of any opportunity to ea rn the  a llowed ra te  of re turn s ince  its  change  in

revenue  under witness  Huber's  ra te  design declines  by much more  than the  actua l decline

in costs . Tha t equa ls  los t re turn for each cent tha t cos ts  decline  by less  than the  revenue .

The  problem is  a lso exace rba ted by the  diffe rences  in cus tomer load factor because  the

incentive  for high load factor cus tomers  is  to use  le ss  ene rgy re sulting in a  le ss  e fficient

use  of productive  re source s . Tha t outcome  is  a ls o incons is te nt with the  ra te  de s ign

provis ions  unde r the  Public Utility Regula tory Policie s  Act (PURPA) whe re  the  proposed

ra te s  tota lly fa il to me e t two of the  thre e  purpos e s  of P URP A: the  optimiza tion of the

e fficie ncy of us e  of fa cilitie s  a nd re s ource s  by e le ctric utilitie s  a nd e quita ble  ra te s  for

e lectric consumers .

27
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2

Q. Witness Huber claims that your hypothetical example of the failure of two-part

rates to track costs when customers are not homogeneous is so flawed that it proves

nothing. Please comment.3

4

5

6

7

8

9

10

11

12

1 3

1 4

His observations about my simple example are simply wrong. To start, witness Huber

states a premise for the example that I have assumed all fixed costs are customer-related

and then proceeds to demonstrate that the hypothetical with his modification produces an

unacceptable result. In fact, there is no assumption that costs are customer- related since

the assumption is that the customers have identical demands that cause all non-customer

or energy-related costs  to be the same. By adding a  third customer as suggested by

witness Huber that has the same demand and different energy characteristics, the example

still holds that customers with less than the average energy level for the class will pay

less for demand-related costs and be subsidized by the higher than average energy user. I

might add that one  reaches tha t same conclusion even if the  energy ra tes  are  time-

differentiated. Using energy charges to recover fixed costs (customer or demand) always

creates an intra-class subsidy. That conclusion is unavoidable unless the customer in that

class all has equivalent load factors and common peak demands.

Q. Witness Huber argues that competitive businesses with high fixed costs recover

those costs volumetrically and hence there is no basis for fixed charges. Please

comment.

15
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As I discussed in detail in my Rebuttal Testimony, this is a common argument made by

opponents  of fixed charges. The argument has been shown to be  fa lse  repeatedly

beginning as early as the 1930s and as recent as June of this year. I will not repeat the

discussion from my Rebuttal Testimony here except to say that witness Huber continues

to make an argument that is not supported by utility ratemaking principles.

8
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1 Q. Witness Huber argues that fixed charges are inefficient. Please comment.
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The  ba s ic  e conomic propos ition for e ffic ie nt pricing is  tha t pe r unit price  e qua ls  s hort-run

m a rg ina l c os ts .  The re  is  no  d is pu te  in  e c onom ic  the ory a bou t th is  c onc lus ion .  I ha ve

d is c us s e d  the  e c onom ic s  o f e ffic ie n t p ric ing  in  de ta il in  m y Re bu tta l Te s tim ony in  a

dis cus s ion of the  s e m ina l work of Rona ld Coa s e  in  la ying out the  princ iple s  for e ffic ie nt

pric ing.  The  a rgum e nt is  s im ple  a nd ba s ic .  S e t the  m a rgina l price  a t m a rgina l cos t (the

s hort-run va lue  is  the  e fficie nt price ) a nd re cove r the  re ma ining re ve nue  re quire me nt in a

fixe d cha rge . The  fixe d cha rge  is  a  re s idua l va lue  a nd is  e ffic ie nt unde r two conditions :

the  ma rgina l price  e qua ls  ma rgina l cos t a nd the  tota l re ve nue  re quire me nt of the  utility is

re cove re d. Witne s s  Hube r is  corre c t in  this  ca s e  jus t not for the  re a s on he  s ta te s .  He  is

corre ct be ca us e  the  ma rgina l price  s igna l fa r e xce e ds  ma rgina l cos t a nd Tucs on Ele ctric

P owe r Com pa ny (TEP  or the  Com pa ny) doe s  not re cove r its  re ve nue  re quire m e nts .  In

e s s e n c e ,  a n  e ffic ie n t c u s to m e r c h a rg e  wo u ld  n e e d  to  b e  h ig h e r n o t lo we r s in c e  th e

ma rgina l price  e xce e ds  ma rgina l cos ts .

1 5

1 6 Q. Witness Huber makes a number of observations related to the use of the OpenEI

1 7 Utility Rate Database. Please comment.

1 8

1 9
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Firs t,  a s  with  a ny da ta ba s e  one  m us t us e  the  da ta  ca re fu lly.  While  the  da ta  ba s e  doe s

conta in m uch m ore  tha n jus t re s ide ntia l ra te s ,  it is  re la tive ly e a s y to  s ort out re s ide ntia l

ra te s  from  a ll of the  o the r u tility ra te s .  My re port us e d only curre nt re s ide ntia l ra te s  a s

re porte d in  the  da ta ba s e . Furthe r,  I ha ve  colle c te d s im ila r da ta  on m y own from  curre nt

ra te  s c he du le s  fo r o the r u tilitie s  ove r the  ye a rs ,  by s ta te ,  a nd  a m  a b le  to  c on iine  the

c onc lu s ions  inde pe nde n tly fo r u tilit ie s  in  a  num be r o f the  s ta te s . Th e  c rit ic is m s  o f

witne s s  Hube r a re  incorre ct be ca us e  the  da ta  re pre s e nts  curre nt re s ide ntia l ra te s  for the

utilitie s  us e d in  the  a na lys is .  The  da ta  s hows  tha t highe r m onthly cus tom e r cha rge s  a re

m uc h  m ore  c om m on tha n  witne s s  Hube r a nd  o the rs  in  th is  c a s e  wa n t to  be lie ve  thus

27
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1 de s troying the  funda me nta l na rra tive  tha t highe r fixe d cha rge s  a re  ina ppropria te . The y

are  not.2

3

4 111. com_MEnT.s_on w3nEs§3AAT;'s SU_RREBUTTAL_1jEST1MONY.

5

6 Q. Please comment on the testimony of Witness Blatz of SWEEP and WRA. Are the

7 s uppo rt o f mode ra ting  the

8

utility regulatory commission citations he provides

Company's proposed customer charge level relevant?

9

1 0

11

1 2

13

1 4

1 5

1 6

Absolute ly not. The  decis ions  he  cite s  a re  from proceedings  in which the  fact ba se s  a re

e ntire ly diffe re nt or difficult to compa re  with the  Compa ny's  fa cts  in this  proce e ding, in

some cases these  decisions are  based on erroneous interpre ta tion of NARUC guidance, or

a re  s imply policy le ve l de cis ions  to which the  Commiss ion ha s  to obliga tion to a dhe re .

Witness  Baa tz mere ly se lects  a  handful of decis ions  tha t appear to endorse  ameliora ting

of proposed cus tomer cha rge  increases  for specific facts  and policy leve l cons ide ra tions

re levant to tha t proceeding/jurisdiction and sugges t they represent a  body of evidence  as

to a  fa r reaching na tiona l precedent tha t should somehow apply to the  facts  in this  ca se

be fore  the  ACC.1 7

1 8

1 9 Q. Pleas e  expla in.

20

2 1

2 2

23

24

25

26

27

Cons ide r the  cite  from the  Michiga n P ublic S e rvice  Commis s ion (MP S C) in the  DTE

Ele ctric Compa ny proce e ding: "In a ddition, as  the  S ta ff obse rve d, the  NARUC Ma nua l

like wise  supports  us ing only the  ma rgina l cos ts  of cus tome r a tta chme nt in de ve loping a

cus tomer cha rge ." There  is  no language  in the  NARUC Manua l tha t could reasonably be

inte rpre te d a s  dire ction from NARUC re quiring utilitie s  to  us e  the  ma rgina l cos ts  of

a ttachments  a lone  to compute  a  cus tomer charge . The  NARUC Manua l s ta tes  tha t this  is

one  of two options  for a na lys ts  a nd tha t the  othe r include s  the  minimum dis tribution

s ys te m. In this  pa rticula r orde r, the  MP S C re lie d on a n incorre ct inte rpre ta tion of the
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NARUC Ma nua l a s  pa rt of its  support in its  de cis ion. It furthe r ignore d the  pre a mble  to

the  cha pte r on ma rgina l tra nsmiss ion, dis tribution a nd cus tome r cos ts  tha t include s  the

following s ta te me nt: "'... the  de te nnina tion of ma rgina l cos ts  for the s e  functions  a nd

e s pe cia lly for dis tribution a nd cus tome r cos ts , is  much more  difficult a nd le s s  pre cis e

tha n for powe r s upply, a nd it is  not cle a r tha t the  be ne fits  a re  s ufficie nt to jus tify the

e ffort."" The  de cis ion of the  MP S C wa s  pure ly a  policy le ve l de cis ion guide d in pa rt by

c h o o s in g  o n e  p o te n tia l vie w o f NARUC g u id a n c e  o n  th e  ma tte r o f th e  p ro p e r

de te rmina tion of cus tome r cos ts . The  Commis s ion is  unde r no obliga tion to a dhe re  to

policy decis ion by the  MPSC and should ignore  this  decis ion.

1 0

11 Q.

1 2

13

Please comment on the relevance of the decision issued by the Minnesota Public

Utilities Commission (re: Northern States Power Company) contained in Witness

Baatz's Rebuttal Testimony.
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As  is  the  ca s e  for a ll of the  de cis ions  cite d by Witne s s  Ba a tz re ga rding the  cus tome r

cha rge  topic, this  is  ba s e d upon a  pa rticula r s e t of fa cts  tha t diffe r from thos e  of the

Compa ny in this  proce e ding. Cons ide r the  pa s sa ge  in his  cite : "This  is  pa rticula rly true

whe re  the  Commiss ion ha s  approved a  revenue  decoupling mechanism tha t will la rge ly

e limina te  the  re la tions hip be twe e n Xce l's  s a le s  a nd the  re ve nue s  it e a rns . As  s e ve ra l

parties have argued, decoupling removes the  need to increase  customer charges to ensure

revenue  s tability." Although Witness  Baa tz chose  not to emphas ize  this  sentence  in this

cite , I be lieve  this  passage  highlights  the  key reason this  decis ion is  not applicable  in this

proceeding. Tha t is , a ccording to this  cite , one  of the  key cons ide ra tions  of the  MPSC in

reaching its  decis ion to not increase  the  customer charge  in this  particula r proceeding was

tha t Northe rn S ta te s  Power Company had an approved revenue  decoupling mechanism.

This  is  not the  ca se  with the  Company .- a lthough the  Company has  an LFCR in place  -

the  re ve nue  re cove ry pote ntia l is  limite d a s  compa re d to  the  one  de s cribe d in  this

de cis ion. Aga in, this  ke y diffe re nce  highlights  the  proble m with ha nd-picking a  fe w

11
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1

2

3

4

orders  from proceedings  with diffe rent facts  and suggesting they represent a  broad policy

conse nsus . In fa ct, ne a rly a ll the  s ta te s  from which Witne s s  Ba a tz provide s  re gula tory

decis ions  tha t support limited to no cus tomer cha rge  increases  a re  from jurisdictions  with

revenue  decoupling in place . On this  bas is  a lone , they should a ll be  ignored.

5

6 Q.

7

8

Please comment on the 2007 order issued by the Illinois Commerce Commission

(Commonwealth Edison Company) that Witness Baatz cites in his rebuttal

testimony.

9
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Witne ss  Ba a tz cite s  a n orde r tha t a ppe a rs  to re je ct the  use  of the  Minimum Dis tribution

Sys te m a s  the  ba s is  for supporting a  ce rta in cus tome r cha rge  le ve l. Wha t is  inte re s ting

howe ve r to note , is  tha t s ince  2011 Commonwe a lth Edison Compa ny ha s  be e n se tting

ra te s  unde r a  Formula  Ra te  P lan (FRP) approach, this  approach is  e ssentia lly an annua l

ra te  s e tting proce s s  tha t a llow for ra te  re cognition for ce rta in compa ny inve s tme nts , a

fionnula  se t by legis la tion for de te rmining annua l ROE, ce rta in reconcilia tion adjus tments

to account for diffe rences  in revenue  requirement ba sed on timing of da ta  ava ilability in

any given year, and other fea tures . The  approach is  a  dramatic departure  from the  former

tra ditiona l te s t ye a r a pproa ch (use d in 2007) in which re ve nue  re quire me nt is  s e t on a

specific tes t year and ra te  recovery is  achieved only a fte r an extended ra te  proceeding. In

e ffe ct, a lthough the  FRP  is  diffe re nt tha n a  re ve nue  de coupling a pproa ch, the re  a re

fe a ture s  to the  pla n tha t re duce  the  ris ks  of fixe d cos t re cove ry for a  la rge  portion of

c a p ita l in ve s tme n ts  ($ l.3  b illio n  o ve r 1 0  ye a rs ).  Th e  re g u la to ry c o n s tru c t fo r

Commonwea lth Edison has  changed dramatica lly s ince  2007. This  fact a lone  disqua lifie s

this  orde r from having any re levance  to the  ques tion of the  prope r cus tomer cha rge  leve l

for the  Compa ny in this  proce e ding or in the  s ta te  of Illinois  a t this  time  for tha t ma tte r.

However, even if the  Commiss ion chooses  to consider this  da ta  point, it should recognize

tha t the  introduction of the  FRP  re lie ve s  s ome  of the  ne e d of a  highe r fixe d cus tome r

charge  to address fixed cost recovery.

A.
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1 Q. What is the relevance of all of these decisions in this case?

2

3

4

These  decis ions  provide  nothing more  than a  va rie ty of views  on the  is sues  in this  ca se .

The y s e t no pre ce de nt for the  Commis s ion s imply be ca us e  it is  the  e vide nce  in this

pa rticula r ca s e  tha t mus t form the  ba s is  of the  de cis ion. With re s pe ct to the  minimum

5

6

7

8

sys te m a nd the  re s ide ntia l cus tome r cha rge , tha t e vide nce  prove s  conclus ive ly tha t the

use  of the  minimum sys te m is  a  ne ce s sa ry condition for re fle cting cos t ca usa tion both

within a nd be twe e n cla s se s  of s e rvice . The  e vide nce  a lso fully supports  the  cus tome r

charge supported by S ta ff and the  Company.

9

1 0 Q.

11

Please comment on Mr. Blatz's claim at page 14 of his Surrebuttal Testimony that,

"State commissions nationwide are rejecting utility proposals to increase fixed

1 2 charges  as  bad public  policy."

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

25

26

Mr. Ba a tz's  cla im is  s imply mis le a ding a nd one -s ide d s ince  it is  not indica tive  of the

na tionwide  tre nds  I ha ve  obs e rve d re la te d to the  re gula tory tre a tme nt of the  monthly

cus tome r cha rge s  propos e d by e le ctric utilitie s  a pplica ble  to re s ide ntia l cus tome rs . In

support of his  cla im, Mr. Ba a tz ha s  provide d highlights  of four (4) ra te  ca se  de cis ions  in

the  s ta te s  of Michiga n, Wa s hington, Minne s ota , a nd Illinois  in which the  re gula tor in

e a ch s ta te  ha s  de cide d to mode ra te  the  incre a s e  in the  monthly cus tome r cha rge s

propos e d by the  e le ctric utility. Unfortuna te ly, the s e  s e le ct re gula tory de cis ions  fa il to

provide  a  fa ir re pre se nta tion of the  ve ry diffe re nt conclus ions  in this  ma tte r re a che d by

utility regula tors  in othe r s ta te s .

In a  number of s ta te s , regula tors  have  de te rmined the  importance  of increas ing monthly

customer charges  to re flect the  fixed cos t na ture  of the  e lectric dis tribution business  in an

e ffort to e s ta blish jus t a nd re a sona ble  ra te s  for the  utility cus tome rs . For e xa mple , in a

re ce nt ra te  ca se  of Ma dison Ga s  a nd Ele ctric Corpora tion ("MGE"), the  P ublic S e rvice

Commis s ion of Wis cons in  a pprove d a n incre a s e  in  the  e le ctric  u tility's  re s ide ntia l

27
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2

customer charge  from $10.44 to $19.00 per month. The  Commission based its  ra te  design

decis ion on the  following cons ide ra tions :

3

4

5

6

7

8

9

"Whe re  a  pa rticula r ra te  de s ign colle cts  a  s ignifica nt portion of the  utility's  fixe d

cos ts  through the  va ria ble  e ne rgy cha rge , this  re s ults  in highe r-us e  cus tome rs

subs idizing lower-use  cus tomers  rega rdless  of the  reasons  those  cus tomers  may

ha ve  lowe r use . To the  e xte nt a  cus tome r re duce s  usa ge  via  e ne rgy e fficie ncy,

co n s e rva tio n  o r re n e wa b le  g e n e ra tio n ,  th e  cu s to me r re d u ce s  h is  o r h e r

contribution to the  utility's  fixe d cos ts  a nd the s e  cos ts  mus t be  picke d up from

other customers."2
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"In this  ca se , the  Commiss ion agree s  with MGE tha t an appropria te  fixed cha rge

should be tte r a lign the  charge  with the  fixed cos ts  of providing se rvice , regardless

of the  amount of ene rgy used or demand placed on the  sys tem by the  cus tomer.

The  regula ted utility ra temaking process  is  intended to s imula te  a  free  marke t for

monopoly utilitie s . When ra te s  a re  properly des igned, the  ra te  s tructure  s igna ls  to

cus tomers  the  actua l cos t of providing both backup se rvice  and e lectricity to each

cla s s . If the  fixe d cha rge  is  too low, the  cus tome r will re ce ive  a n incorre ct price

signa l tha t the  cost to provide  access  to the  e lectric system is  lower than it actua lly

is  to the  utility. The y will a lso re ce ive  a n incorre ct s igna l tha t the  va ria ble  cos t to

provide  e ne rgy is  highe r tha n it a ctua lly is  to the  utility. S e tting price  s igna ls

corre ctly is  importa nt be ca use  those  s igna ls  influe nce  cus tome r be ha vior, which

in turn influences  how the  utility incurs  cos ts ."

"MGE provides  a  compe lling case  tha t its  fixed cha rges  a re  insufficient to recover

its  fixed cos ts . As  a  result, the  va riable  energy charge  is  correspondingly too high.

The  re s ult is  a  price  s igna l tha t te lls  cus tome rs  tha t the  e conomic be ne fit of

conse rva tion is  higher than it actua lly is .$93

26

27
2 Public Service Commiss ion of Wiscons in, Docket No. 3270-UR-120, Fina l Decis ion, da ted December 23, 2014,
pages  38-39.
3 ibid, p. 39.
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"More  importa ntly, howe ve r, the  purpos e  of ra te  de s ign is  not to s ubs idize  the

payback of energy e fficiency measures  or renewable  energy. The  purpose  of ra te

des ign is , fundamenta lly, to connect the  ra te s  tha t cus tomers  pay to the  cos ts  the

utility incurs . S uch a n a pproa ch a ppropria te ly e ncoura ge s  e fficie nt utility s ca le

pla nning."4

"This  Commis s ion continue s  to s upport cus tome rs  who wa nt to own the ir own

gene ra tion, howeve r, the  Commiss ion a lso has  an obliga tion to those  cus tomers

who do not wa nt, or who ca nnot a fford, to own ge ne ra tion to ma ke  s ure  the s e

customers are  not subsidizing the  costs  for those  who choose  to do so.975

1 0

11

1 2

13

1 4

"To the  extent fixed costs  a re  recovered through the  variable  energy charge , more

fixed cos ts  a re  pa id by highe r ene rgy use rs  within a  cla ss . The  Commiss ion finds

tha t the  most equitable  result is  to be tte r a lign fixed charges  with the  fixed costs  to

serve  a  customer so tha t, as  best as  can be  de termined in a  reasonable  regula tory

environment, members  in a  class  pay for the ir fa ir share  of the  cost of se rvice .,76

1 5

1 6

1 7

1 8

I should point out tha t the  Commiss ion reached a  ve ry s imila r conclus ion on ra te  de s ign

in the  ra te  ca se  tile d a round the  sa me  time  by Wiscons in P ublic S e rvice  Corpora tion.7

The  Commis s ion incre a s e d the  utility's  re s ide ntia l cus tome r cha rge  from $10.40 to

1 9 $19.00 per month.

Q0

2 1

22

23

24

In a  re ce nt ra te  ca s e  of S ie rra  P a cific P owe r Compa ny (d/b/a  NV Ene rgy), the  P ublic

Utilitie s  Commiss ion of Nevada  approved an increase  in the  utility's  re s identia l cus tomer

charge  from $9.25 to $15.00 per month.8 The  Commiss ion based its  ra te  des ign decis ion

on the  following cons ide ra tions :

25

26

27

4 ibid, p. 40-41.
ibid, p. 41 .

6 Ibid, p. 43 .
7 See the Final Decis ion da ted December 18, 2014 in Docket No. 6690-UR-123 (Wiscons in Public Service
Corpora tion).
8 Public Service Commiss ion otlNevada, Docket Nos . 13-06002, 13-06003 and 13-06004.
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"The Commission continues to support movement toward cost-based ra tes  and the

e limina tion of intra -class  subsidies . If cos ts  tha t do not va ry with energy usage  a re

recovered in the  energy ra te  component, cos t recovery is  inequitably shifted away

from cus tome rs  whose  e ne rgy usa ge  is  lowe r tha n a ve ra ge  within the ir cla ss , to

customers whose  energy usage  is  higher than average  within tha t class . This  is  not

jus t and rea sonable . It is  appropria te  to move  the  BSCs  [Bas ic Se rvice  Cha rges ]

clos e r to the ir corre s ponding cos t ba s e s  in orde r to e s ta blis h a ppropria te  price

signals  and avoid intra-class  subsidies .

While  the  incre a s e  in BS Cs  will ha ve  a  corre s ponding de cre a s e  in the  e ne rgy

component of ra te s , this  decrease  is  not enough to discourage  conse rva tion. The

re s ide ntia l a nd s ma ll comme rcia l cus tome r cla s s e s  will continue  to control a

1 2

1 3

s ignifica nt portion of the ir bills  by e nga ging in a ctivitie s  to re duce  the ir e le ctric

consumption while  the  ove ra ll billing is  be tte r a ligned with the  cos ts  SPPC incurs

1 4

1 5

to provide  se rvice . As  the  BSCs  for re s ide ntia l a nd sma ll comme rcia l cus tome rs

continue  to  move the s e  cus tome rs  will ha ve  moretowa rd cos t-ba se d ra te s ,

1 6 accura te  price  s igna ls  to inform the ir conse rva tion activitie s .799

1 7

1 8

1 9

20

2 1

Fina lly, the  P ublic Utilitie s  Commiss ion of Ohio (the  "Commiss ion") re ce ntly conducte d

a  three -yea r long proceeding re la ted to a ligning e lectric dis tribution utility ra te  s tructure s

with the  s ta te 's  public policie s  to promote  compe tition, ene rgy e fficiency, and dis tributed

genera tion. 10 The regula tor reached the  following conclusions on ra te  design:

22 "Initia lly, the  Commis s ion note s  the  importa nce  of a ligning cos t ca us a tion with

23

24

cos t re cove ry in orde r to furthe r Ohio's  policy goa ls  of compe tition, incre a s e d

e ncoura ging dis tribute d ge ne ra tion pursua nt to S e ction

25

e ne rgy e fficie ncy, a nd

4928.02, Revised Code . The  Commiss ion be lieves  tha t, given the  comments  filed

26 in this  proceeding, as  well as  recent experience  by the  na tura l gas  utilities , the  ra te

27 9 Ibid, Modified Final Order, da ted January 29, 2014, pages  183-184.
10 The Public Utilities  Commiss ion of Ohio, Case No. 10-3126-EL-UNC.

1 6



1

2

3 •

4

5

6

7

8

9

10

s tructure  tha t ma y be s t a ccomplis h the s e  policy goa ls  is  the  S FV ra te  de s ign

(emphas is  added).

Ba s e d on findings  the  Commis s ion ma de  in  pre vious  ra te  ca s e s  in  which it

a pprove d  a n  S FV ra te  de s ign  for a ll ga s  d is tribu tion  u tilitie s  on  Ohio ,  "the

Commis s ion found tha t the  S FV ra te  de s ign would produce  more  s ta ble  bills  for

cus tome rs , tha t bills  would be  e a s ie r to unde rs ta nd a nd would produce  a  more

accura te  price  s igna l, and tha t the  SFV ra te  des ign would as sure  a  more  equitable

a lloca tion of dis tribution s ys tem cos ts  to cos t-caus e rs . The  Commis s ion be lieves

tha t the s e  s a me  cha ra cte ris tics  could be  a pplica ble  to a n S FV ra te  de s ign for

e lectric utilitie s ."11

11

12

13

14

Contra ry to Mr. Ba a tz's  cla ime d portra ya l, the  re gula tory de cis ions  a cros s  the  U.S .

a ssocia ted with increases  to the  monthly cus tomer cha rges  for e lectric utilitie s  a re  much

more  ba lanced and re flective  of the  costing and pricing considera tions deemed to be  most

15 important by the  Company.

16

17 Q. Witness Blatz concludes that the Company's proposed customer charge increases

18 are not cost-based. Please comment.

19

20

21

22

23

24

25

26

As  I ha ve  s hown in de ta il in my Re butta l Te s timony a nd a bove  re la tive  to the  ba s ic

cus tome r me thod, it is  witne s s  Ba a tz who fa ils  to provide  e vide nce  tha t s upports  this

conclus ion. I have  shown tha t the  method used to de termine  cus tomer cos ts  is  both sound

and accura te . The  evidence  supports  the  minimum sys tem method based on theory, good

utility practice , enginee ring, ope ra tions , ove r 100 yea rs  of de ta iled cos t ana lys is  from the

bes t minds  in the  indus try including ea rly pionee rs  in deve loping the  bus ine s s , empirica l

ana lys is  and the  evidence  for the  Company in this  ca s e . The re  is  no evidence  offe red by

any of the  opponents  of the  cos t a lloca tion or ra te  des ign tha t proves  the re  is  a  be tte r or

27

11 ibid, Modified Final Order, dated January 29, 2014, pages 183-184.

17

A.



1

2

3

4

5

more  a ppropria te  Cos t a na lys is . In fa ct, a t its  core , witne ss  Ba a tz a nd othe rs  ultima te ly

re ly on the ir pre fe rre d re s ults  a s  the  ba s is  for oppos ing the  incre a s e . Thos e  pre fe rre d

re sults  include  highe r kph cha rge s  e ve n though the  cha rge s  e xce e d ma rgina l cos t a nd

lowe r cus tome r cha rge s  de s igne d to  continue  in tra cla s s  s ubs idie s  from la rge  us e

cus tome rs  to s ma ll cus tome rs  on s ome  de finition of fa ir ra te s . The re  is  no ba s is  for

6 accepting these  misplaced arguments  tha t perpetua te  inequitable  ra tes  for a ll customers in

a  class  of service .7

8

9 Q.

1 0

11

Witness Baatz makes the claim that increasing fixed charges "violates the primary

ratemaking principle of designing rates to discourage wasteful use of public utility

services." Please comment on this claim.
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Firs t, witness  Baa tz has  miss ta ted the  Bonbright principle . Correctly s ta ted, the  principle

is  the  "Consume r Ra tioning" principle  tha t s ta te s  "ra te s  a re  de s igne d to discoura ge  the

wa s te ful us e  of public u tility s e rvice s  while  promoting a ll us e  tha t is  e conomica lly

jus tifie d in vie w of the  re la tions hip be twe e n the  priva te  a nd s ocia l cos ts  incurre d a nd

be ne fits  re ce ive d." S e cond, this  principle  is  a n e conomic principle  tha t is  founde d in

ma rgina l cos t pricing. It is  wa s te fu l us e  of public  u tility s e rvice s  if a nd  only if the

margina l cos t of an additiona l se rvice  is  more  than the  price . Witness  Baa tz has  not even

recognized the  fundamenta l meaning of this  principle  and no evidence  has  been provided

to even show tha t the  margina l cos t of additiona l se rvice  is  grea te r than the  current price

of se rvice , much le s s  the  propose d price  of se rvice . The  fa cts  a re  quite  diffe re nt. Third,

the  price  exceeds  margina l cos t by a  subs tantia l amount s ince  the  savings  for the  utility

from ene rgy e fficiency a re  le ss  in eve ry ca se  than the  los t revenue . If the  oppos ite  were

true , e ne rgy e fficie ncy would re s ult in incre a s e d e a rnings  for the  utility be ca us e  cos ts

would decline  by more  than revenue . Fourth, the  requirement is  symmetrica l to promote

a ll us e  tha t is  e conomica lly jus tifie d. Curre nt a nd more  importa ntly propos e d ra te s

e xce e d ma rgina l cos t a nd thus  dis coura ge  us e  tha t is  e conomica lly jus tifie d. Fifth, a s

A.
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note d a bove , this  vie w, tha t is  pe rva s ive  a m ong thos e  who oppos e  the  cus tom e r cha rge

inc re a s e ,  v io la te s  two  o f the  th re e  pu rpos e s  o f P URP A a s  the y re la te  to  ra te  de s ign

s ta nda rds . As  s uch, this  type  of uns upporte d s ta te m e nt is  not e vide nce , but ra the r is  ill-

informe d opinion incons is te nt with the  ba s ic  principle s  of utility ra te ma king.

5

6 Q-

7

Does witness Baatz make the same argument about fixed charges not being used in

competitive markets as discussed above related to witness Huber?

8

9

1 0

11

Ye s .  As  I no te  a bove  th is  a rgum e n t is  bo th  fa ls e  a nd  irre le va n t.  I will no t re pe a t m y

Re butta l Te s timony he re  a nd the  dis cus s ion a bove  e xce pt to s a y tha t it s e e ms  oppone nts

of cus tome r cha rge s  tha t re cove r the  fixe d cos ts  of de live ry s e rvice  follow the  dictum tha t

if the y m a ke  the  a rgum e nt ofte n e nough it will s om e how be com e  true . It will not.

1 2

13 Q.

1 4

1 5

Please comment on witness Baatz's view that recovering fixed customer costs in a

fixed charge "collects distribution plant costs evenly for all residential customers

without consideration of the differences in costs to serve those customers."

16

17

1 8

1 9

20

2 1

2 2

23

24

25

26

27

Witness  Bla tz is  correct with re spect to dis tribution cos ts  cla ss ified to cus tomers , but not

with re spect to a ll dis tribution plant cos ts . The  fundamenta l cos t concept in ra temaking is

the  re cove ry of cla s s  a ve ra ge  cos ts . As  I ha ve  discus se d in de ta il, no ra te s  tra ck fixe d

costs  precise ly, but an average cost applied to a ll customers is  just and reasonable  and not

unduly dis crimina tory. In fa ct, e ve ry cus tome r ha s  a  diffe re nt a ctua l cos t for both the

cus tome r a nd the  de ma nd compone nts  of dis tribution cos ts . Howe ve r, in  ma king his

a rgument, witness  Baa tz bases  his  cos ts  on unsupported s ta tements  about subgroups  of

customers  within the  class . For example  he  incorrectly assumes tha t urban customers  a re

le s s  cos tly to  s e rve  tha n rura l cus tome rs  but provide s  no e vide nce  to  s upport tha t

assumption. As  I s how in my Re butta l Te s timony, tha t is  cle a rly not the  ca s e . He

assumes tha t apartment dwelle rs  a re  less  costly to se rve  than s ingle  family customers . He

offe rs  no evidence  for the  va lidity of this  assumption for the  s imple  reason tha t the re  is  no

A.

A.

1 9



1

2

3

4

e vide nce  tha t de m ons tra te s  this  is  ge ne ra lly true  a nd in fa ct the  oppos ite  m a y be  true  in

s om e  ca s e s  if one  a c tua lly ide ntifie s  the  fa c tors  tha t ca us e  cos ts .  As  a  pra c tica l m a tte r,

the re  is  no a tte m pt to de fine  cos ts  down to individua l or s ubgroup le ve ls  s im ply be ca us e

us ing a ve ra ge  cos ts  is  a  re a sona ble  a nd unive rsa lly a cce pte d ba s is  for de s igning a  utility's

5 ra tes .

6

7 Q.

8

Witness Baatz claims that TEP's customer charge proposal violates the Bonbright

principle of gradualism. Please comment on that claim.

9

1 0

1 2

13

1 4

1 5

As  in  o th e r  ra te  c a s e s ,  witn e s s e s  q u ic kly  c h o o s e  to  q u o te  Bo n b r ig h t  with o u t  a n

unde rs ta nding of the  full conte xt of his  principle s . Bonbright s pe cifica lly re cognize s  tha t

a ll of h is  princ iple s  ca nnot be  im ple m e nte d in  the  re a l world  a t the  s a m e  tim e  be ca us e

the y conflic t with one  a nothe r a nd gra dua lis m  is  a n e xce lle nt e xa m ple  of a  principle  tha t

ca us e s  re gula tory conflic t. A s im p le  e xa m ple  illu s tra te s  th is  po in t. Gra dua lis m , a s

de fine d by Bonbright doe s  not e ve n s ta te  tha t principle  is  a bs olute  be ca us e  he  re fe rs  to a

"m inim um  of une xpe c te d  cha nge s ".  A m inim um  is  fa r d iffe re nt from  none  a s  propos e d

1 6 b y  witn e s s  Bla t z . Th e  p r in c ip le  a ls o  c o n flic t s  with  c o s t  fa irn e s s  a n d  e q u ity  a s

1 7

1 8

1 9

20

de m ons tra te d  conc lus ive ly in  th is  ca s e .  The  princ iple  a ls o  conflic ts  with  com pe ns a tory

ra te s  tha t a re  s ubs idy fre e  s im ply be ca us e  the  curre nt cus tom e r cha rge  ca us e s  low us e

cus tom e rs  to be  s ubs idize d by high us e  cus tom e rs . F ina lly, the  conce pt of gra dua lis m  is

not fa irly me a sure d by a  pe rce nta ge  incre a se  a s  note d by witne s s  Ba a tz. I ha ve  dis cus se d

this  conce pt in my Re butta l Te s timony a nd I will not re pe a t tha t dis cus s ion he re .2 1

2 2

23 Q-

24

Is witness Baatz correct in his conclusion that a high customer charge is antithetical

to energy efficiency and conservation?

25 No. As  I s how a bove  the  oppos ite  is  the .  It is  the  low cus tom e r cha rge  ra te  re s ulting  in

26

27

a  m a rgina l price  fa r a bove  TEP 's  m a rgina l cos t tha t is  a ntithe tica l to  e ne rgy e ffic ie ncy

a nd cons e rva tion  s im ply be ca us e  it induce s  wa s te fu l inve s tm e nts  tha t provide  fa r le s s

20

_ II
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A.



1

2

3

4

cus tom e r be ne fit tha n the  e xpe cte d be ne fits  ba s e d on ra te s  in e xce s s  of m a rgina l cos ts .

Cus tom e rs ,  who ba s e  the ir de c is ions  on kph ra te s  a bove  m a rgina l cos t,  wa s te  va lua ble

re source s . Those  s a me  dolla rs  could be  use d to produce  a  highe r re turn e ls e whe re  in the ir

hous e hold budge t.

5

6 Q. Please comment on witness Baatz's claim that TEP's proposed rate design will

7 increase consumption in its service area.

8

9

1 0

11

1 2

13

1 4

15

1 6

17

18

If ra te s  a bove  m a rgina l cos t prom ote  incre a s e d cons um ption tha t would im ply tha t s uch

us e  is  e conom ica lly jus tifie d  (pa rt of the  Bonbright princ iple  on cons um e r ra tioning).  In

tha t c a s e ,  a ll o f TE P 's  c us tom e rs  be ne fit s inc e  tha t e xtra  re ve nue  wou ld  re duc e  the

fre que ncy of ra te  ca s e s  a nd re duce  ra te s  for cus tome rs  ove r time . As  for the  cla im  its e lf,

the  e v ide nc e  c ite d  by witne s s  Ba a tz  is  no t s ound .  In  a  2012  pa pe r by Ko ic h iro  Ito  o f

S ta nford Unive rs ity he  found tha t cus tome rs  re s pond to the  tota l bill ra the r tha n ma rgina l

e ne rgy price s . This  m e a ns  tha t the  non-line a r e ne rgy price s  unde r the  inve rte d  b lock

ra te s  a re  not us e ful a s  a  tool to  prom ote  e ne rgy cons e rva tion .  This  is  furthe r e vide nce

tha t the  ins is te nce  of witne s s  Ba a tz  a nd othe rs  tha t the  ra te  de s ign will prom ote  e ne rgy

us e  is  not pos s ible  whe n bills  a c tua lly incre a s e .  The  findings  in  th is  a rtic le  a re  not ne w

a nd ha ve  be e n re plica te d ove r the  ye a rs  in va rious  s tudie s .

1 9

20 IV. OTHER WITNESSES.

2 1

2 2 Q. Witness Kobor opposes any customer charge increase. Please comment on her

23

24

o p p o s itio n .

25

26

27

Witness Kobor offers no new evidence in her support of applying all of the increase to

the kph charge. I believe this position is totally self-serving for solar DG advocates.

She has not offered any evidence that supports the basic customer method for customer

cost allocation purposes and I have addressed the issues of that method in detail above

2 1

A.

A.
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1

2

3

a nd in my Re butta l Te s timony. I will not re pe a t tha t e vide nce  he re . I will me re ly point

out tha t witness  Kobor has  not provided anything new to support he r conclus ion and he r

recommendation of no increase  is  based sole ly on a  discredited methodology.

4

5 Q. Does witness Zwick properly characterize your Rebuttal Testimony?

6

7

8

9

1 0

No. Witne s s  Zwick cre a te s  a n a rgume nt tha t is  not in my Re butta l Te s timony a nd the n

re fute s  the  a rgument. In my Rebutta l Tes timony, I mere ly show tha t the  process  used by

witne s s  Zwick to e s tima te  e ligible  low income  cus tome rs  for purpose s  of criticizing the

TEP  pa rticipa tion ra te  is  fla we d. In s imple s t te rms  the  da ta  use d to e s tima te  the  e ligible

popula tion include s  low income  individua ls  or hous e holds  tha t a re  not poor. This  is a

11

1 2

13

1 4

common problem working across  da tabases  to es timate  e lectric customers  who qua lify as

poor. S e cond, I point out tha t not a ll poor, low income  cus tome rs  ha ve  e le ctric bills .

Tha t point has  nothing wha tsoever to do with maste r me te rs . Ins tead it recognizes  group

homes  and othe r ins titutiona l living a rrangements  where  pe rsons  be low the  poverty leve l

1 5 ha ve  no e le ctric bill.

1 6

1 7 Q.

1 8

Witness Zwick disputes your conclusion that correlation between use and income is

weak. Please comment on his position.

1 9

20

2 1

2 2

23

24

25

The  concept of weak corre la tion does  not mean the re  is  no corre la tion be tween income

and use . It s imply me a ns  tha t the  dis tribution of re gula r b ills  a nd low income  bills

de mons tra te  tha t the re  a re  sma ll diffe re nce s  be twe e n the  two groups . Us ing tha t we a k

corre la tion a s  a  ba s is  for public policy re la te d to e le ctric bill a s s is ta nce , re pre s e nts  a

policy tha t is  ine ffe ctive  a nd cos tly compa re d to a  more  ta rge te d a pproa ch. It is  e a sy to

s e e  tha t conclus ion by looking a t the  numbe r of e ligible  low income  cus tome rs  whos e

bills  a re  among the  highest bills  for the  Company as  a  whole .

26

27
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1 Q~ Witness Higgins claims that TEP erred in calculating the load factor for the

4CP/AED cost allocation methodology because TEP did not calculate the load factor

based on a single peak. Please comment on that assertion.

2

3

4

5

6

7

8

9

10

11

12

13

Witness  Higgins  is  incorrect in his  a sse rtion. The  sys tem load factor tha t is  properly used

is  de fine d by the  pe a k .- CP  in this  ca se . In re fe re ncing the  NARUC Ma nua l ca lcula tion

as  the  ba s is  for his  conclus ion tha t AED a lloca tion is  ba sed on a  s ingle  peak. If multiple

pe a ks  a re  use d a s  in this  ca se  the  we ighting for a ve ra ge  de ma nd is  ba se d on the  loa d

fa ctor cons is te nt with the  ide ntifie d pe a ks . Thus  the  s ys te m loa d fa ctor would be

de te nnine d in this  ca se  ba se d on the  CP  de ma nd. In pa rt, tha t is  why the  me thodology

is  ide ntifie d a s CP . The  logic us e d by TEP  is  s ound for us ing the  s a me  me a s ure  to

de te rmine  both loa d fa ctor a nd e xce ss  de ma nd a nd the  we ights  for e a ch compone nt. If

the  tota l demand on the  sys tem is  re la tive  uniform AED would be  based on l2cp and the

loa d fa ctor would be  the  l 2cp loa d fa ctor a nd s o forth . By us ing a  s ingle  pe a k to

ca lcula te  the  we ight of the  a ve ra ge  de ma nd compone nt a nd ca lcula ting the  a ve ra ge

de ma nd on a  s ingle  CP  the re  is  a  logica l incons is te ncy be twe e n the  me a s ure  of the

a ve ra ge  a nd e xce s s  compone nts  for the  s ys te m a nd the  we ighting a pplie d to thos e

compone nts . The  TEP  ca lcula tion me thod prope rly ma tche s  the  me a sure s  of a ve ra ge

demand and the  we ight used for tha t measure . Witness  Higgins  fa iled to unders tand the

s ignifica nce  of the CP  compone nt in the  de ve lopme nt of the  a lloca tion fa ctors  unde r

4CP/AED. His  a sse rtion should be  re jected.

Q. Does this conclude your Rejoinder Testimony?
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Ye s , it doe s .A.
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1 I. INTRODUCTION.

2

3 Q. Please state your name and business address.

4 My name is Craig A. Jones and my business address is 88 East Broadway, Tucson,

Arizona, 85701.

Q. Did you file Direct Testimony and Rebuttal Testimony in this proceeding?

Yes.

Q. On whose behalf are you filing your Rejoinder Testimony in this proceeding?

5

6

7

8

9

10

11

12

13

14

My Rejoinder Testimony is filed on behalf of Tucson Electric Power Company ("TEP"

or "Company").

11. SUMMARY OF TESTIMONY.

15

16

17

18

19

20

21

22

23

24

25

26

27

Q. general, what are the issues presented in the

Testimonies by the other parties in this case that you wish to address?

In recently filed Surrebuttal

My Rejoinder Testimony will:

1) Present the Company's proposed non-DG rate design that it is willing to accept, as a

package, based on: (a) the evidence submitted in this proceeding to date (with DG-

specific rate design being addressed in Phase II of this proceeding), and (b) the recent

results of UNS Electric's recent rate order (Docket No. E-04204A-15-0142, Order

dated August 18, 2016). These rates reflect, (a) the final revenue requirement

increase of $81.5 million settled on by various parties to this rate case, (b) the

Company's slightly modified revenue allocation method, (c) a $15 per month basic

service charge for standard residential customers and a $27 basic service charge for

standard Small General Service ("SGS"), (d) a reduced $12 and $22 basic service

1

A.

A.

A.

A.
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I ll

1

2

3

4

5

6

cha rge  for the  non-s ta nda rd re s ide ntia l a nd S GS  ra te s , re s pe ctive ly, (e ) propos e d

cha nge s  to re s ide ntia l Time  of Us e  ("TOU") ra te s , a nd (1) the  e limina tion of the

Super Peak rate,

2) Resta te  the  importance  and appropria teness  of recovering through the  Lost Fixed Cost

Recove ry ("LFCR") mechanism a ll Commiss ion-approved revenues  los t a s  the  re sult

of the  Commis s ion's  Ene rgy Efficie ncy ("EE") a nd Dis tribute d Ge ne ra tion ("DG")

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

mandates,

3) Discuss  the  continue d conce rns  the  Compa ny ma inta ins  re la ting to the  pe nding Buy

Through ra te  and the  AECC's  e leventh hour proposed a lte rna tive ,

4) Dis cus s  why de ma nd cha rge s  a nd ra tche t me cha nis ms  a re  both re a s ona ble  a nd

common me cha nis ms  us e d to re cove r fixe d utility cos ts  a nd why the  s e lf-s e rving

positions  expressed by the  sola r advoca tes  a re  both misguided and de trimenta l to our

la rge  high load factor customers ,

5) P rovide  a  brie f dis cus s ion on why the  incre a s e d ba s ic s e rvice  cha rge  is  othe rwis e

comple te ly cost based and appropria te  and is  not reducing the  customer's  incentive  to

conserve, and

6) Brie fly address  a  number of is sues  in which ce rta in pa rtie s  have  expressed conce rns ,

including the  Life line  ra te s , the  Ma s te r Me te re d Mobile  Home  P a rk ("MMMHP ")

ra te , the  Cla s s  Cos t of S e rvice  S tudy ("CCOS S "), the  ne w Re s ide ntia l Community

S ola r ra te , a nd the  a ddition of a n incre me nta l me te r cha rge  for ne w ne t me te ring

cus tome rs , cons is te nt with the  fina l de cis ion in the  re ce nt UNS  Ele ctric ra te  ca s e

upda ted with TEP margina l cos t data . This  la s t s e ction will a lso brie fly discuss  Wa l-

Ma rt's  s u b s id y mitig a tio n  p ro p o s a l,  mig ra tio n  la n g u a g e  in  th e  S G S  ta riffs ,

gra ndfa the ring of migra ting cus tome r's  ra te  de s ign, ta riff pa ra me te rs , the  De ma nd

Side  Management ("DSM") recovery method and the  Prepay ra te .25

26

27

2



1 Time  cons tra ints  a llow only a  limite d group of is s ue s  to  be  a ddre s s e d in this

Rejoinder Tes timony. The Company reserves  the  right to address  any other is sues  it

deems unacceptable if it so chooses  at a later time if necessary.

2

3

4

111. QVERV.IEW OE RATES, REVENUE ALLOCATION AND BILL IMPACTS.5

6

7

8

9

1 0

Q. Would you please provide an overview of the more notable adjustments that the

Company is proposing in its Rejoinder Testimony as it relates to rate design?

11

12

13

14

Ye s . Mos t of the  cha nge s  be ing propos e d by the  Compa ny a t this  time  re la te  to full

requirements  cus tomers  and are  cons is tent with the  Company's  Rebutta l pos ition except

for minor changes  to the res idential and SGS cus tomers ' bas ic service charges  and other

confonning changes  to reflect the  reduced revenue requirement agreed to by TEP and a

number of other parties .

15

16

17

18

19

20

21

22

23

24

25

26

27

Based on the  results  of the  UNS Electric ra te  case , TEP is  propos ing to modify its  TOU

rates  to reflect on-peak periods  of 3:00 - 7:00 pm during the  summer months  and 6:00

9:00 am and pm in the winter months  for the  res identia l ra te  classes  s tarting with the ra te

e ffective  da te  of this  proceeding. S ince  two tie rs  we re  approved for ra te s  in the  UNS

Electric proceeding and Staff has  agreed to two tiers  in this  proceeding, TEP is  willing to

offer a  s lightly lower cus tomer charge for the s tandard res identia l cus tomers  as  part of its

Re joinde r pos ition. This  re duction to $15 pe r month is  only a ppropria te  if the  two

volumetric tie rs  a re  accepted for the  res identia l ra te  clas s . Additiona lly, the  Company is

propos ing a  $3.00 per month reduction to the  s tandard res identia l and a  $5.00 per month

reduction to the s tandard SGS bas ic service charge for the optional TOU and 3-part rates

being proposed for these rate classes . The reduced bas ic service charges  will be $12 and

$22 per month for the res idential and SGS optional TOU, 3-part s tandard and 3-part TOU

rates , respectively.

A.
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1

2

Consis tent with the  recent UNS Electric decis ion, the  Company is  a lso proposing to work

with S ta ff a nd othe r Inte rve ne rs  to de ve lop a  cus tome r communica tion a nd e duca tion

progra m to  promote  gre a te r pa rticipa tion in  TOU or thre e -pa rt ra te  progra ms . In

a ddition, the  Compa ny will be gin to use  the  optiona l 2-pa rt TOU ra te  a s  the  de fa ult ra te

for a ll new customers  from the  da te  new ra tes  take  e ffect in this  proceeding.

3

4

5

6

Furthe r, by imme dia te ly imple me nting the  s horte r on pe a k TOU pe riods  the  curre nt

Super Peak ta riff is  no longer needed. There fore  the  Company is  proposing to cance l the

Super Peak rate.

7

8

9

10

11

12

13

Exh ib it  CAJ -RJ -1

14

I ha ve  a tta che d the  following to my Re joinde r Te s timony which

include s  the  re vis e d H-l through H-4 S che dule s  tha t re fle ct: (i) minor modifica tions  to

S ta ffs  propos e d ra te  de s ign, (ii) a n upda te d re ve nue  re quire me nt tha t incorpora te s

adjustments  addressed in the  Re joinder tes timony of other TEP witnesses  which includes

the  $81.5 million incre a s e  in re ve nue  re quire me nt s e ttle d on by mos t pa rtie s  in this

proce e ding a nd (iii) re vis e d bill impa ct ca lcula tions . A s umma ry of the  bill impa cts

resulting from the  Company's  proposed ra tes  can be  found in Exh ib it CAJ -RJ -2.

The  Company has  genera lly followed Staff's  recommended ra te  design for a ll ra te  classes

and, with minor adjustments , has  re flected those  ra tes  in Exh ib it CAJ -RJ -1, Schedule  H-

3. The  Company recommends  the  Commiss ion approve  these  ra te s  and re ject the  ra te s

proposed by the  other parties  to this  proceeding.

15

16

17

18

19

20

21

22

23

24

25

26

27

Q. What has the Company used as its allocation of revenue in the current proposal?

Curre ntly, the  Compa ny is  ge ne ra lly a cce pting ma ny of S ta ffs  re ve nue  a lloca tions  with

some adjustments  to certa in ra te  classes . The  Company s till be lieves  less  revenue  should

be  a lloca te d to the  LP S  a nd 138 kV ra te  cla s s e s . The re fore , its  propos a l re duce s  the

A.
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1 S ta ff' s  a lloca tion to  thos e  ra te  c la s s e s . The  Compa ny's  fina l propos a l is  s hown on the

re vis e d H-l a nd H-2 inc lude d in Exh ib it  CAJ -RJ -1 .2

3

4 Iv. LFCR.

5

6 Q.

7

Staff and AECC continue to oppose the Company's proposed changes to the LFCR

mechanism. Would you like to provide an additional response to those concerns?

8

9

The  Compa ny dis a gre e s  with  S ta ffs  pos ition on cha nge s  to  the  LFCR a nd re s pe c tfully

a s ks  S ta ff to re cons ide r its  pos ition.

10

11

1 2

1 3

1 4

1 5

16

17

18

1 9

20

2 1

22

23

24

25

AECC's  pos ition  to  e limina te  the  LFCR is  s imply unre a s ona b le . Mr. Higg ins  ha s

provide d no fa ctua l s upport for this  pos ition a nd ha s  done  nothing to e xpla in why the

Commis s ion's  conclus ion in its  De coupling Docke t] is  wrong. The  Commis s ion wa s

ve ry clea r in its  decis ion in the  Decoupling Docke t tha t the  revenue  des igned to recove r

fixed cos ts  tha t a re  los t a s  the  result of EE and DG programs should be  recovered by the

utility. As  s hown in my e a rlie r te s timony, the  e xclus ion of los t ge ne ra tion fixe d-cos t

re ve nue s  from the  curre nt LFCR me cha nis m doe s  not fully a ccomplis h tha t obje ctive .

The  Commis s ion ca me  to a n a ppropria te  conclus ion in De coupling Docke t a nd the

a pplica tion of tha t conclus ion is  a ll the  Compa ny is  a sking for in this  proce e ding. S ta ff

has  taken a  position in this  proceeding tha t results  in much of those  fixed costs  remaining

Lmrecovered. This  is  incons is te nt with the  Commis s ion's  de cis ion a nd the  Compa ny

be lie ve s  now is  the  time  to fix tha t. Although the  Commiss ion re ce ntly de cline d to a llow

the  re cove ry of los t ge ne ra tion fixe d-cos t re ve nue s  in the  LFCR for UNS  Ele ctric, a s

discussed be low, the  fixed cos ts  a ssocia ted with TEP 's  gene ra tion flee t a re  much la rge r

on both a  re la tive  and absolute  basis .

26

27 1 Fina l ACC Policy S ta tement regarding Utility Dis incentives  to Energy Efficiency and Decoupled Rate Structures .
December 29, 2010, Docket Nos. E-000001_08_0314 and G-00000C-08-0314.
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1 Mr. Higgins ' pos ition is  e ve n more  unre a sona ble  in light of the  e le ve nth hour Option 2

Buy Through proposa l. I will discuss  this  furthe r in the  se ction whe re  I a ddre ss  the  Buy

Through ra te . Mr. Higgins ' recommenda tions  re la ting to the  LFCR should be  denied.

2

3

4

5

6

7

8

Q. Why do you believe Staff is wrong as it relates to the LFCR related changes

requested by the Company?

9

10

11

12

13

1 4

The  mos t s ignificant item opposed by S ta ff is  the  recove ry of los t fixed gene ra tion cos ts

re ve nue  through the  LFCR. S ta ff continue s  to, in the  Compa ny's  opinion, mis ta ke nly

be lieve  tha t by reducing purchased power cos ts  the  Company somehow reduces  it fixed

genera tion costs  -- and tha t s imply isn't true . These  costs  a re  fixed plant costs  tha t do not

vary with consumption. S ta ff has  provided no evidence  or substantia ted explana tion as  to

how the  Compa ny's  los t fixe d ge ne ra tion  cos ts  a re  a ddre s s e d o the r tha n through

increased sa les . As  me ntione d in my Re butta l Te s timony, the  Compa ny a gre e d to

incorporate  an adj vestment to a llow for increased re ta il sa les if tha t is  a  reason to not a llow

the  Company to recover its  lost fixed genera tion cost revenues.1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

As se t forth in my Rebutta l Tes timony, when ra te s  a re  crea ted, the  fixed cos t a ssocia ted

with the  Compa ny-owne d ge ne ra tion fa cilitie s  a nd re la te d e quipme nt is  include d in the

costs  a lloca ted to the  various ra te  classes . Those  costs  a re  then spread over an approved

numbe r of billing de te rmina nts , e ithe r de ma nd or volume tric, de pe nding on the  cla s s .

Once  in the  ra te s , the  Company mus t rea lize  a t le a s t tha t leve l of billing de te rminants  to

ha ve  a ny re a s ona ble  opportunity to re cove r thos e  cos ts . Without the  Compa ny's

proposed changes  to the  LFCR, or s ignificantly higher re ta il sa le s  leve ls , the  Company is

a s s ure d of not re cove ring thos e  fixe d cos ts  re la te d to fixe d ge ne ra tion - a s  a  re s ult of

me e ting  ma nda te d  EE a nd  DG policy obje ctive s . We  a re  s imply re que s ting  the

Commiss ion fa irly apply its  policy with respect to revenues  los t a s  a  re sult of EE and DG.

2 3

2 4

2 5

2 6

2 7

6
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1 Q- Please estimate the unrecovered revenues caused by these omissions in the LFCR.

2

3

4

5

6

7

8

9

10

11

The  ta b le  be low s hows  the  a ccum ula te d his torica l unde r-re cove ry of fixe d ge ne ra tion

cos t revenues  re s ulting from EE and DG programs . The  tota l a ccumula ted los t fixed cos t

wa s  a pproxima te ly $66 million ove r the  thre e  ye a r pe riod e nding De ce mbe r 31, 2015. Of

tha t a mount, the  curre nt LFCR me cha nis m provide d for re cove ry of only $27 million, or

approxima te ly 41% of the  los t fixed cos t revenues . The  omis s ion of gene ra tion cos ts  and

one -ha lf of los t de m a nd re ve nue s  the re fore  re s ulte d in the  Com pa ny e xpe rie ncing  a n

e s tim a te d $39 m illion s hortfa ll in fixe d-cos t re ve nue s . For ca le nda r ye a r 2016, it is

e s tim a te d tha t a n a dditiona l $26 m illion s hortfa ll will be  re a lize d, a n a m ount e qua l to

32% of the  $81.5 m illion non-fue l re ve nue  de fic ie ncy a gre e d to by TEP  a nd the  othe r

s e ttling pa rtie s  in this  ca s e . Tha t s hows  jus t how s ignifica nt the s e  re ductions  in los t fixe d

cos t re ve nue s  a re  to the  Compa ny's  a bility to e a rn its  a uthorize d re turn. If the  LFCR is

not a djus te d, the  e s tima te d s hortfa ll for ca le nda r ye a r 2017, which a s s ume s  a  J a nua ry 1,

2017 e ffe ctive  da te  for ne w ra te s  a nd re -s ta rt of LFCR a ccrua ls , is  ne a rly $13 m illion.

All of the s e  va lue s  a nd the  s upporting da ta  ha ve  be e n include d in the  e vide nce  provide d

in this  proce e ding. Cons e que ntly, this  is s ue  s hould be  a ddre s s e d a nd corre cte d in this

ra te  case .

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27
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Calendar Year

Total Lost

Fixed Cost

Revenue

Impact of

Gen & Full

Demand

Current

LFCR

Recovery

2013

2014

2015

$11.2M

$22.0m
$33.2M

$6.6M
$13.0M
$19.6M

$4.6M
$9.0M
$13.6M

Total $66.3M $27.1m $39.2M

2016 Estimate

2017 Estimate

$25.7M
$12.9M

$43.7M
S26.1m

$17.9M
$13.1M

EE DG

Calendar Year

lmpad of

Gen & Full

Demand

Total Lost

Fixed Cost

Revenue

Current

LFCR

Recovery

Total Lost

Fixed Cost

Revenue

Impact of

Gen &Full

Demand

Current

LFCR

Recovery

2013

2014

2015

$4.3M
$9.6m
$14.2M

$3.1m
$6.8M
$9.9M

$7.4m
$16.4M
$24.1m

$2.2M
$3.4M
$5.5M

$1.5M
$2.2m
$3.6M

$3.7M
$5.6M
$9.1M

Total S47.9M $28.1m$19.8M $18.4M $11.1M$7.3m

2016 Estimate

2017 Estimate

$17.6M
$7.5M

$30.1M
$15.0M

$12.4M
$7.5M

$13.6M

$11.1M

$5.5M

$5.7M

$8.1M

$5.4M

Ta ble  1: LFCR Impa c t o f Fixe d  Ge ne ra tion  (inc lud ing  Fixe d  Mus t Run) a nd  Fu ll De ma nd

Q. Mr. Solganick also opposes the recovery of any lost fixed costs generated by the

"Buy-Through" rate in the LFCR. Is that a concern to the Company?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Ye s . If the  Commiss ion a pprove s  a ny va ria tion of the  "Buy-Through" ra te  tha t re sults  in

a  re duce d (los t) le ve l of fixe d cos t re cove ry (including fixe d ge ne ra tion cos ts ), los t fixe d

cos ts  should be  e ligible  for recove ry. The  Company would cons ide r othe r proposa ls  tha t

would a llow for the  re cove ry of those  los t fixe d cos ts , but the  LFCR a ppe a rs  to be  the

most appropria te  mechanism.

A.
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1

2

3

Q. Will these changes require a revised POA be submitted once the details of these rate

design and LFCR issues are resolved?

4

5

6

Yes. The  Company has  proposed a  revised LFCR POA re flecting its  proposed changes ,

but a ny modifica tion to the  Compa lly's  origina l proposa l could re quire  furthe r re vis ions

to the  P OA. As  with the  othe r P OAs  discus se d by S ta ff witne s s  Va n Epps , the  re vise d

POA could be  submitted within 60 days  of the  fina l decis ion in this  proceeding.

7

8

9

10

11

12

13

14

Q. Mr. Higgins suggests that the LGS customer class be exempted from the LFCR. He

supports this statement by stating, "a significant part of TEP's concern regarding

LGS customers can be addressed through rate design."2 Please comment.

If more  of the  fixed cos ts  were  included in fixed ra te  components  his  s ta tement could be

correct. Howe ve r, tha t is  not the  ca s e  for this  ra te  cla s s . Curre ntly LGS  cus tome rs

benefit from EE and DG programs, and TEP recovers  a  la rge  portion of the  fixed cos ts  to

se rve  them through volumetric ra te s . There fore , this  cla ss  should pa rticipa te  in the  LFCR

a nd contribute  to los t fixe d cos t re cove ry. Mr. Higgins ' sugge s tion tha t LGS  cus tome rs

be  excluded from the  LFCR should be  re jected.

Q. Does  Mr. Higgins  mis charac te rize  how the  s hifting of cos ts  occurs  in  the  LFCR?

15

16

17

18

19

20

21

22

23

24

25

26

27

Yes . The  LFCR currently excludes  los t fixed cos ts  for a  few ra te  cla sse s , an agreement

tha t a rose  out of se ttle me nt. Howe ve r, jus t be ca use  the se  los t fixe d cos ts  a re  e xclude d

from the  LFCR, doe sn't me a n tha t the re  isn't a  cos t shift, which I e xpla ine d e a rlie r. S o

Mr. Higgins  is  incorre ct in s ta ting tha t a  cos t shift would not occur with the  e xclus ion of

the  LGS class  from the  LFCR.

2 Higgins  Surrebutta l 40: I.

A.

A.

A.
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1 v. B_UP-THR_Q_UGH PR()P_Q_SALS..

2

3

4

Q. You have already expressed that the Company does not support any form of the

Buy-Through mechanism. Does AECC witness Higgins' Option 2 proposal relieve

any of those concerns?5

6

7

8

9

10

11

12

No. In fa ct, ha ving only a  couple  of da ys  to re vie w the  proposa l, it a ppe a rs  to ha ve  the

sa me  ma jor fla ws  a s  the  Option 1 va ria tion. The  Compa ny's  fixe d ge ne ra tion cos ts  do

not go a wa y a fte r 5 ye a rs . Mos t of those  fa cilitie s  ha ve  a  use ful life  of fa r more  tha n 5

ye a rs  a nd a re  include d in ba se  ra te s  with the  unde rs ta nding tha t the y will be  re cove re d

ove r tha t us e ful life . Mr. Higgins ' p ropos a ls  le a ve  a ll of thos e  cos ts  to  the  o the r

cus tome rs  a fte r 5-ye a rs . This  is  jus t a nothe r wa y of s hifting cos ts  to  the  re ma ining

cus tome rs  for pla nt tha t wa s  pla ce d in s e rvice  to me e t his  clie nt's  ne e ds . Without

a ddre s s ing a ny othe r is s ue s  tha t the  propos a l ma y ha ve , a t the  ve ry le a s t the  full

unbundle d ge ne ra tion cos t should be  re cove re d from pa rticipa ting cus tome rs  long pa s t

the  5 ye a rs  be ing propose d by Mr. Higgins . This  a mount could be  a djus te d to a llow for

increa sed sa le s  if they actua lly occur, much in the  same  way the  fixed gene ra tion cos ts

could be  adjusted for increased re ta il sa les  in the  LFCR if deemed appropria te .

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Additiona lly, the  Compa ny's  re vie w of this  Option 2 propos a l, which is  ba s e d on a

program in place  for Portland Gene ra l Electric ("PGE"), ha s  identified othe r conce rns . In

the  brie f time  I have  had to a rrive  a t a  cursory unders tanding of wha t PGE has  in place , I

found tha t the y ha ve  a  pa rtia l de couple r a s  we ll. While  this  de couple r a ctua lly include s

the  full re cove ry of/ixe d ge ne ra tion cos ts , which supports  the  Companv's  LFCR re la ted

propos a l, I do not be lie ve  the  combina tion of this  Option 2 Buy Through ra te  a nd a

revised decouple r would be  in the  bes t inte re s t of the  cus tomers  who a re  unable  to take

advantage  of the  program. S ta ff's  witness  Solganick3 does  an exce llent job of expla ining

3 Solganick Surrebutta l 21:9 through 22:9.
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1

2

3

4

5

6

7

8

9

why a  Buy Through propos a l will like ly re s ult in  a ll re ma ining cus tome rs  incurring

additiona l cos ts  if the  proposa ls  a re  a llowed. Moreove r, I loca ted te s timony submitted by

P GE in Ore gon P ublic Utility Commis s ion Docke t No. UE 236, P GE's  Multi Ye a r Opt-

Out Window tha t confirms  tha t conce rn. On pa ge  6, line s  18-22, of Mr. Ma rc Cody's

Direct Tes timony, he  s ta te s  tha t nea rly $7 million of purchased power cos ts  were  shifted

to non-pa rticipants , including re s identia l cus tomers , in a  s ingle  yea r of the  program. Tha t

fa ct, whe n combine d with  the  la ck of time  to  thoroughly a na lyze  the  de ta ils  of the

proposa l a re  enough for the  Company to recommend it be  re jected. This  cos t shift would

a lso be  like ly to occur in the  Franchise  proposa l made  by Freeport.

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

One  a dditiona l fa ct s tood out a s  I quickly re vie we d P GE's  ra te s . The  ge ne ra tion cos ts

re fle cte d in PGE's  ta riffs  a ppe a r to be  subs ta ntia lly highe r tha n TEP 's  ge ne ra tion cos ts .

In fa ct, in the  ra te  sche dule s  I re vie we d the y a ppe a r to be  ove r $0.06 pe r kph, which is

a s  high a s  or highe r tha n the  full re ta il ra te  TEP  ha s  propose d for the  138 kV ra te . This

le a ds  me  to wonde r wha t Mr. Higgins  wa s  thinking whe n he  re fe rre d to "...TEP 's  high-

price d s e rvice  te rritory..." in his  te s timony.4 Curre ntly the  Compa ny is  propos ing a n

approximate  $0.0626 per kph average  ra te  for the  138 kV ra te  class .

1 8

1 9 In summary, a ll vers ions of the  Buy-Through ra te  should be  re jected as  proposed.

20

2 1

22

23

24

25

26

If a  Buy Through option is  a pprove d, I be lie ve  the  la s t line  of the  re fe re nce d se ction of

Mr. Solga nick's  te s timony on this  is sue  summa rize s  it be s t: "In e sse nce , this  is  a  he a ds

we  win, and a  ta ils  you lose  scena rio." To a llow the  proposed aggrega tion of cus tomers

s ugge s te d by AECC, Kroge r a nd Wa l-Ma rt would e xa ce rba te  this  is s ue , a s s uming a

reasonable  definition of who would qua lify to aggrega te  could be  crea ted as  discussed by

Staff witness Solganick.5

27 4 Higgins Surrebuttal 10:19.
5 Solganick Surrebuttal 24: 15-18
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VI. DEMAND CHARGES AND RATCHETS.1

2

3

4

Q. How would you characterize the assertion that demand ratchets on the MGS, LGS,

and LPS classes are not in the best interest of the Company's customers?

5

6

7

8

9

10

11

12

13

14

A few Interveners (interest ingly not  ut ility customers) cla im that  demand ra tchets

mismatch costs and revenues, however, the reality is exactly the opposite. Ignoring the

trivial case of a non-existent customer, the cheapest customer for the Company to serve

would be a customer with a 100% load factor when considering the capacity burden

placed on the system. That is, a customer who uses exactly the same kW every hour of

the year. The generation, transmission, and distribution systems can be sized to exactly

match this customer 's load.  Further ,  the assets are fully utilized meaning the costs

associa ted with such equipment  can be collected over  reduced charges.  Suppose,

however, this same customer were to suddenly use the same amount of kW (capacity) but

only for l-hour of the year. The generation, transmission, and distribution systems must

still be of the same size to accommodate that l-hour load and thus the cost to serve such a

customer is identical as the hypothetical 100% load factor customer. The assets in the l-

hour case are barely used over the year and therefore the costs must be recovered over

very high charges (either kW or kph). In the case where both these types of customers

15

16

17

18

19

20

21

22

are on the same rate schedule without a ratchet, the 100% load factor customer would be

23

24

25

26

27

greatly subsidizing the 1-hour customer. However, by adding a 100% demand ratchet

both customers would be paying equal amounts for the generation, transmission, and

distribution systems without subsidy because all components must be sized the same with

the same resulting cost to serve (energy is recovered volumetrically and tracks usage

dollar for dollar). By lowering the demand ratchet to 75%, the 100% load factor customer

is subsidizing the l-hour customer but to a far smaller amount compared with no ratchet.

The table below illustrates these points on two real customers.

1 2
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kW Billing
Determinants

100%

Ratchet

Low Load Factor

No 75%

Ratchet Ratcheted
100%

Ratchet

High Load Factor

No 75%

Ratchet Ratcheted
7/1/2014
8/1/2014
9/1/2014

10/1/2014
11/1/2014
12/1/2014

1/1/2015
2/1/2015
3/1/2015
4/1/2015
5/1/2015
6/1/2015

576

591

554

537
381

346

230
215

195

356

322

506

576

591

554

537
443

443
443

443

443

443

443

506

576

591

591

591

591

591

591

591
591

591
591

591

590

594

580

584

584
574

568

568

568

560
576

576

595

595

594

594
594

594

594

594

594

594

594

594

590

594

580

584

584

574
568

568

568

560
576

576
Billing

Determinants 4,810 5,867 7,079 6,9226,922 7,129
S/kw 519.132 $15.797$17550 $17550 515.797$19.132
Customer kW
Charge $111,832$102,973$92,024 $121,481 $112,622$132,430

75%

RatchetedNominal
100%

Ratchet
Total kW Charge $224,454 $224,454$224,454

1 Table  2: Examples  Impac t of Various  Ra tche ted  Demand Applica tions ;

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

Firs t notice , in tota l, the  revenue  collected in kW charges  ($224,454 annua lly) is  revenue

ne utra l a mong the  ca se s  be ca use  the  kW compone nt in a ll ca se s  is  colle cting the  cos t

a s socia te d with the  s e rvice  of the se  two cus tome rs . Ne xt notice  tha t the  100% ra tche t

case  collects  nea rly the  same  amount of revenue  from both cus tomers , the  cos t to se rve

the  kW (ca pa city) loa d of the s e  cus tome rs  is  ne a rly ide ntica l be ca us e  the y both ha ve

nea rly the  same  peak kw. Next notice  tha t the  case  without a  ra tche t re sults  in a  subs idy

of$19,808 ($132,430 - $112,622 = $19,808 versus  $92,024 - $1 l1,832 = -$19,808) be ing

pa id from the  high load factor cus tomer to the  low load factor cus tomer. The  75% ra tche t

the  Company is  propos ing mitiga te s  this  subs idy to $8,859. This  example  clea rly shows

ra tche ts  do not ca us e  intra -cla s s  s ubs idie s  a nd cos t s hifts  ra the r the y a ctua lly he lp to

13
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1

2

mitiga te  them. For this  reason, the  Company's  proposa l to use  demand ra tche ts  is  in the

best interests  of our customers.

3

4

5

6

7

8

9

1 0

Additiona lly, it should be  noted tha t many of the  LGS and LPS customers  a re  inte rveners

in  this  ca s e . None  of the s e  pa rtie s  ha ve  tile d te s timony a rguing for the  re mova l of

demand ra tche ts  on which they a re  a lready be ing billed, like ly because  these  inte rvening

pa rtie s  a re  highe r loa d fa ctor cus tome rs  who be ne fit from the  ra tche t. If the  ra tche t

me cha n is m is  undu ly pun itive  to  the  a ffe c te d  cus tome rs , the n  why a re  the y no t

advocating for higher demand charges and a  reduction in the  ra tchet?

11

12

13

are The

e limina tion of ra tche ts  incre a se s  the  e conomic opportunity for the ir bus ine s s  mode l to

profit a t the  e xpe ns e  of our mos t e fficie nt cus tome rs . Howe ve r, ra tche ts  do not s tifle

sola r. Eve n with the  curre nt ra tche ts , ma ny of the  Compa ny's  LGS  a nd LPS  cus tome rs

ha ve  found a  wa y to be ne fit from sola r sys te ms  unde r the  e xis ting de ma nd a nd ra tche t

ra te  de s ign. In the  la s t two yea rs  the  LGS cus tomers  with sola r sys tems  have  increa sed

from 5.4% to 7.1% of the  cla s s  a nd the  LP S  cus tome rs  in tha t s a me  time  pe riod, ha ve

increased from l 1.1% of the  class  to 26.3% of the  class  be ing ne t metering customers.

e limina tion  of ra tche ts

I find  it e qua lly in te re s ting  tha t the  on ly pa rtie s  a dvoca ting  fo r the  re duc tion  o r

s o la r a dvoca te s  inc lud ing  S OLON a nd  EFCA.

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

Fina lly, demand cha rges  and ra tche t mechanisms a re  a  s tanda rd form of ra te  des ign for

la rge  cus tome rs  a ll ove r the  Unite d S ta te s  a nd a ll ove r the  S ta te  of Arizona . To s ta te

othe rwis e  (a s  the  s ola r a dvoca te s  ha ve ) is  obvious ly s e lf-s e rving a nd in no wa y the

corre ct dire ction to move  forwa rd a s  we  mode rnize  ra te s  a nd ra te  de s ign. The  de ma nd

ra tche t brings  the  cos t to s e rve  close r to cos t ca usa tion, with the  e nd re sult re wa rding

cus tome rs  tha t use  the  sys te m more  e fficie ntly a nd cos t e ffe ctive ly, cons is te nt with the

Company's  cost-based ra te  design goals.

1 4

ll



1 VII. BASIC SERVICE CHARGES AND REDUCED TIERS.

2

3 Q.

4

5

6

Please comment on Mr. Blatz's testimony that "There are very few industries that

recover fixed costs of operation in an upfront fee prior to even using service. The

only examples (Costco, Sam's Club) allow customers to pay an upfront fee for lower

cost goods."

7

8

9

1 0

1 2

1 3

1 4

There are very few industries that adhere to cost-based regulation. Mr. Baatz cites a few

businesses, none of which are subject to the same regulatory oversight as TEP's rates are.

None of these companies use embedded cost  theory to set  pr ices and none of them

require a  12-18 month legal proceeding to establish cost  based ra tes .  Cost-based

regulation is based on the theory that the fairest way to allocate revenue recovery to the

utility's customers is to assign them as nearly as possible to those who cause the costs.

And as Dr.  Overcast shows in his testimony, there is ample evidence as to why the

minimum system approach is a cost-based approach to calculating the basic service

1 5 charge.

1 6

1 7 Q. What is your opinion on Mr. Blatz's take on Bonbright?

1 8

1 9

20

2 1

22

23

In the Company's opinion, Mr. Baatz once again misapplies Bonbright's principle of

gradualism to best serve a point he is trying to make that has no correlation to what a

customer is truly most concerned with: their total bill. The Company views gradualism

based on f ina l overa ll  b ill  impacts  r a ther  than percentage changes  to individua l

components of the bill. When the total bill is considered, the bill impacts on a percentage

basis are significantly lower, a point that Mr. Baatz conveniently avoids mentioning.

24

25

26

27

6 Blatz Surrebuttal 6: I9-21 .

A.

A.

1 5



I I I

1 Q. Please comment on Mr. Huber's assertion that Mr. Jones' misinterpreted RUCO's

2 tab le  from page  26 of Mr. Hube r's  Direc t te s timony.

3

4

5

6

7

8

9

1 0

11

RUCO a gre e s  with the  Compa ny's  s ta te me nt tha t "cus tome rs  a re  prima rily conce rne d

a bout ove ra ll b ill re ductions ."7  Howe ve r, RUCO the n  fo llows  by s a ying  the  "ve ry

purpose  of this  table  was  to illus tra te  the  impact tha t changes  to consumption would have

on cus tome r bills . In this  conte xt, it is  the  ma rgina l ra te  tha t is  mos t re le va nt for e a ch

group of cus tome rs , not the  a ve ra ge  ra te ."8 In  my 30  p lus  ye a rs  o f s pe a king  with

cus tomers , I can't eve r remember someone  saying to me , "What were  you thinking when

you cha nge d my ra te s ?  The  ma rgina l ra te  ha s  cha nge d a ga in" Any time  l ha ve  be e n

fortuna te  e nough to be  a ble  to s pe a k with a  cus tome r, the  que s tion a lwa ys  re volve s

a round the ir tota l bill.

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

Aga in, the  Compa ny's  comme nts  a re  s till va lid a s  the  ta ble  pre s e nte d in Mr. Hube r's

te s timony doe s  not include  fue l cha rge s  which a re  incurre d on a  pe r-kWh ba s is  like  the

pe r-kWh ene rgy cha rges  a re , and they a re  ce rta inly an important pa ;rt of the  cus tomer's

bill. Additiona lly, Mr. Hube r makes  an even more  fundamenta l e rror in a ssuming tha t the

re s pons e  to the  inclining e ne rgy tie rs  is  a  ma rgina l one . This  is  not the  ca s e  be ca us e

cus tome rs  would not typica lly know whe n the y a re  moving to the  ne xt highe r tie r ra te .

Customers  know tha t when they use  more  the ir bill ge ts  bigger and tha t rule  of thumb has

not be e n cha nge d, nor ha s  it be e n re duce d. For those  cus tome rs  trying to conse rve  (or

save  money) there  is  s till plenty of incentive  to use  less .2 1

2 2

23 Q.

24

Please comment on Mr. Huber's and Mr. Blatz's claims that the proposed

Company rates disincentivive energy conservation.

25

26

Mr. Huber and Mr. Baa tz draw the ir conserva tion conclus ions  by comparing the  proposed

ra te s  to a  hypothe tica l se t of ra te s , whereas  the  Company's  conclus ions  a re  based off of

27 7 Huber Surrebuttal 41:9
8 Huber Surrebuttal 41: l0- 13

A.

A.
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25

24

23

22

21

20

19

18

17

15

16

14

13
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a  gre a te r pe rce nta ge  tha n wha t the  Compa ny is  curre ntly propos ing.

Compa ny's  la s t propos a l. In multiple  ins ta nce s , the  ba s ic s e rvice  cha rge  ha s  incre a s e d a t

th rough  the  ba s ic  s e rv ice  cha rge  a nd  ha s  done  s o  in  e ve ry s ing le  ra te  ca s e  s ince  the

The  Com m is s ion ha s  re cognize d the  ne e d to re cove r F ixe d cos ts  through fixe d cha rge s

for "subjective policy reasons". Please comment.

customer-related fixed cost was not recovered through a corresponding fixed charge

<

Mr. Huber cites the current policy of line extensions as an example where a

th e re  wa s  fo r its  R e b u tta l a n d  Dire c t  p o s it io n s .  It  is  d is h e a rte n in g  to  s e e  m u lt ip le

Inte rve ne rs  obfusca te  this  by pre se nting mis le a ding compa risons .

the  corre ct compa ris on which is  the  curre nt ra te s  to the  propos e d ra te s . The  ide a  tha t the

is  tha t the re  is  a s  grea t an incentive  to save  unde r the  Company's  Re joinde r pos ition, a s

Compa ny is  dis ince ntivizing cus tome rs  from conse rving e ne rgy is  jus t not the . The  fa ct

'
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1

2

3

4

5

6

7

8

9

RUCO highlights  the  root is s ue  of ra te  de s ign in tha t the  Com pa ny is  curre ntly una ble  to

cha rge  e a ch a nd e ve ry individua l cus tom e r the ir e m be dde d cos t to s e rve . The  Com pa ny

doe s  not dis pute  the  notion tha t the  cos t to s e rve  va rie s  be twe e n s e a s ona l, va ca nt, rura l

a nd urba n cus tom e rs .  The  Com pa ny ha s  m a inta ine d a ll a long tha t the re  a re  in tra -c la s s

subs idie s  e mbe dde d in ra te  de s ign a nd its  goa l is  to re duce  the m where_poss ible. The  e nd

re s ult from  RUCO's  a nd othe r Inte rve ne rs ' oppos ition to cos t-ba s e d ra te s  is  not only the

c on tinua nc e  o f bu t ra the r the  g rowth  o f in tra -c la s s  s ubs id ie s . Th e  t im e  is  r ig h t  fo r

m odifying  a nd m ode rniz ing  ra te s  a nd  ra te  de s ign  in  a  m a nne r tha t will s ta rt to  re m e dy

those  subs idie s  whe re  poss ible .

1 0

11 VIII. MISCELLANEOUS ISSUES.

1 2

13 A. Life lin e  Ra te s  a n d  Dis c o u n ts .

1 4

1 5 Q-

16

1 7

In your introduction you mentioned you would like to discuss a few issues you

identified in the Surrebuttal testimony of certain witnesses. What are the issues you

would like to address relating to the Company's proposed Lifeline rates?

18

19

20

2 1

22

23

24

25

26

27

The re  s till s e e ms  to be  a  mis unde rs ta nding of how our Life line  cus tome rs  us e  e le ctric ity.

S ome  re fe re nce s  we re  ma de  to the re  be ing a  highe r numbe r of low-us e  cus tome rs  in the

lo w-in c o m e  c a te g o ry o f c u s to m e rs .  In  re a lity,  th is  c u s to m e r g ro u p  u s e s  e n e rg y in  a

ma nne r ve ry s imila r to the  ma jority of our s ta nda rd re s ide ntia l cus tome rs . P le a s e  s e e  the

cha rt be low s howing the  dis tribution of us a ge  by bill for both R-01 cus tom e rs  (in gre y on

the  le ft s ide  of e a ch pa ir of columns ) a nd s imila r Life line  cus tome rs  (in bla ck on the  right

s ide  of e a ch  pa ir o f co lum ns ).  You will no tice  the  d is tribu tion  of b ills  m irrors  the  R-01

cla s s  a s  a  pe rce nta ge  of tota l bills  throughout the  va rious  us a ge  ra nge s . The  Compa ny is

propos ing to provide  a  fla t dis count to a ll Life line  cus tom e rs . This  propos a l a llows  thos e

c u s to m e rs  wh o  u s e  m o re  th a n  5 0 0  kp h  in  a  b illin g  m o n th  to  b e n e fit  fro m  lo we r kp h

A.

18
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1

2

ra te s  for highe r usa ge  a mounts  a nd for cus tome rs  with lowe r usa ge  a mounts  to be ne fit

from a  Hat discount of be tween $15 and $41 each month. This  discount more  than offse ts

3

4

5

6

the  incre a se  in the  ba s ic s e rvice  cha rge  a nd he lps  re duce  the  pe r kph ra te  pa id in this

lower usage  tie r. Mr. Baa tz9 trie s  to misdirect the  issue  by focusing on only the  change  in

ba s ic se rvice  cha rge . Aga in, he  conve nie ntly omits  the  a ctua l bill impa cts  a nd the  $15 -

$41 credit these  customers  will rece ive  when doing his  ana lysis .

7

8

9

1 0

11

1 2

As fina l ra tes  a re  deve loped a t the  conclus ion of this  proceeding, those  fla t discounts  can

be  a djus te d to mitiga te  the  le ve l of impa ct the s e  cus tome rs  would e xpe rie nce . Any

incre a s e  in ra te s  would be  a dde d to the  funding a mount include d in the  Compa ny's

curre nt re ve nue  a lloca tion proposa l. Unde r our curre nt proposa l the  Life line  cus tome rs

a re  rece iving approxima te ly $2.8 million in discounts .

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

25

26

27

9 Blatz Surrebuttal 8:25.

1 9

II- I III



1 Q-

2

ACAA witness Ms. Zwickw suggested the use of a tiered discount for the Lifeline

customer. What are your thoughts on this suggestion?

3

4

5

6

7

8

9

10

11

12

13

14

15

The  Compa ny a ppre cia te s  Ms . Zwick's  proposa l a nd be lie ve s  the  unde rlying goa l ha s

me rit, howe ve r the  Compa ny is  of the  opinion tha t its  proposa l is  more  be ne ficia l to the

Life line  cus tome rs . The  mos t importa n t cha nge  fo r the  Compa ny is  to  move  a ll

cus tomers  to the  s tandard ta riff ra te  des ign. If a ll cus tomers  a re  on the  same  ra te  des ign,

the  Compa ny could cons ide r othe r options  tha t will not a dd comple xity to the  billing

proce s s , but s ta rting with the  propos e d cre dit for the  lowe s t income  cus tome rs  a nd

phasing it down as  the  income increases  may not be  as  beneficia l for the  customer as  the

Compa ny's  propos a l. Additiona lly, it will be  difficult to  ve rify s pe cific income  le ve ls

a nd  how long  the  cus tome r is  a ctua lly a t tha t le ve l. It would  a dd  comple xity, a nd

unce rta inty, the re fore  the  Compa ny s till be lie ve s  its  option is  the  be s t for mos t Life line

cus tome rs . The  Compa ny is  willing to cons ide r modifica tions  to thos e  dis counts  once

fina l ra te s  a re  crea ted, but reques ts  tha t the  tota l anticipa ted funding leve l be  accounted

for in the  fina l ra tes  if tha t change  is  made .

16

17 B. Ma s te r Me te re d  Mob ile  Home  P a rks .

18

19 Q-

20

21

22

AECC witness Mr. Higgins has requested the frozen Master Metered Mobile Home

Park ("MMMHP") rate be expanded to include all existing MMMHPs regardless of

what rate they are currently being served under. You have objected to this in your

earlier testimony. Do you have anything you would like to add?

23

24

25

Ye s . While  mos t of my obje ctions  ha ve  be e n provide d in e a rlie r te s timony I be lie ve  it is

important to mention tha t these  customers  chose  the  ra te  they were  on and fe lt it was  the

mos t a ppropria te  a t the  time . The  MMMHP  ha s  be e n froze n for ove r 15 ye a rs . It wa s

26

27

10 Zwick Surrebuttal 14:12.

20

A.

A.



1 frozen as a result of a Commission Order. The Company does not believe it is appropriate

to in-freeze the rate.2

3

4 Q- Mr. Higgins says the Company denied him access to information on LGS mobile

home parks and therefore it is interesting the Company provided numbers using

four mobile home park customers. How does the Company respond?

5

6

7

8

9

10

11

12

13

14

The  Compa ny obje cts  to  the  implica tion  tha t the  Compa ny de nie d  Mr. Higgins

information. In the  da ta  request, Mr. Higgins  asked the  Company for an es timate  of the

tota l number of mobile  home  pa rk cus tomers  not se rved unde r the  GS-11F ra te . The

Company does  not have  a  s imple  way of identifying the  number of mobile  home parks

not on the  GS-1 IF ra te . The  Company did a  sea rch of cus tomer's  on the  LGSI3 ra te

whose  name in the  Company's  da tabase  conta ined the  word "MOBILE" or "RV PARK"

to get a sense of how these customers performed on a cents/kWh basis. The Company in

no wa y cla ime d tha t this  lis t is  e xha us tive  or provide d a n e s tima te  for the  numbe r of

MMMHP's  in its  s e rvice  te rritory.

Q. Mr. Higgins objects to the Company's stance that the customers of MMMHP's are

not customers of the Company in regards to a pass through of Lifeline discounts.

How does the Company respond?

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

A. The  Company's  primary objection to the  Life line  discount to cus tomers  in a  MMMHP is

tha t the  Compa ny ca n't ve rify the  dis count is  a ctua lly be ing pa s s e d through to the

qualifying res idents .

A.

2 1



1 Q.

2

3

4

Mr. Hig g in s '  a rg u e s  th a t  Arizo n a  Re vis e d  S ta tu te  33-1413.01 re q u ire s  th a t

MMMHPs  mus t no t charge  the ir res iden ts  more  than  the  u tility's  p reva iling  ra tes

fo r b as ic  s in g le  family re s id en tia l s e rvice ." Do  yo u  b e lie ve  it  is  a p p ro p ria te  to

charge  the  MMMHP a  non-res iden tia l ra te?

5

6

7

Yes . The  re fe renced s ta tute  is  a  provis ion tha t a llows  for a  limited s itua tion where  the

utility's  cus tome r ma y e s s e ntia lly "re s e ll" its  product without the  cus tome r be ing a

regula ted utility. The  MMMHP is  a  non-res identia l genera l s e rvice  cus tomer and should

8 be on the general service rate  they would nonnally be served on under current rates . The

9

1 0

MMMHP has  an opportunity to recoup a  portion of its  utility bill by "re s e lling" a  portion

of the  energy they purchas e . The  re fe renced s ta tute  is  des igned to prevent them from

11

1 2

profiting on this "resale". The statute  in no way guarantees them full recovery of their

utility bill. MMMHP 's  a re  not re s ide ntia l cus tome rs . The y a re  ge ne ra l s e rvice

13

1 4

1 5

16

17

cus tomers . They should pay genera l s ervice  based ra tes . They are  fortunate  they have

been allowed to remain on a frozen, subs idized rate . Any balance over what they are able

to recoup from the ir tenants  is  a  cos t of doing bus ine s s . They a re  free  to recoup tha t

portion through the  rent they charge  the ir tenants . The Company therefore  recommends

the Commiss ion re ject AECC's  proposal.

1 8

1 9 c. Class Cost of Service Studv.

20

2 1

2 2

Q. Does the Company believe its proposed CCOSS is correct or should additional

changes be made as suggested by Mr. Higgins?12

23 The  Company has  made  the  corrections  to the  CCOSS it be lieves  a re  neces s a ry. The

24

25

26

remaining changes  recommended by Mr. Higgins  a re  not appropria te  in the  Company's

opinion. Company witnes s  Dr. Ove rcas t will provide  a  brie f explana tion a s  to why the

Company's  use of an average load factor is  appropriate.

27 11 Higgins Surrebuttal 34:10-12
12 Higgins Surrebuttal 24:4
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1 D. Rcilga t

2

3 Q.

4

5

Staff witness Mr. Gray has recommended a rate for the Residential Community

Solar ("RCS") program the Company proposed in its most recent REST tiling. Do

you wish to address his proposal?

6

7

8

9

1 0

Ye s . Once  the  fina l ra te s  a re  de te rmine d in this  proce e ding a  ne w RCS  ra te  should be

ca lcula te d ba s e d on the  cos t to s e rve  a  like  s itua te d re s ide ntia l cus tome r. Mr. Gra y's

re comme nda tion is  pre ma ture  if the  Commis s ion a gre e s  tha t a  s pe cia l ra te  s hould be

crea ted. If tha t is  the  fina l decis ion then a  fina l ra te  should be  de te rmined when Phase  2

of this  ca s e  is  fina lize d. P ha s e  2 will be  a ddre s s ing mos t of the  ne t me te ring re la te d

issues.

1 2

1 3 E. Sola r Me te r Cha rge .

1 4

1 5 Q-

1 6

1 7

With most of the net metering issues being delayed to Phase 2, does the Company

wish to propose an additional charge for the incremental meter cost necessary to

provide solar partial requirements service?

1 8

1 9

20

2 1

2 2

23

24

25

Yes. The  Commis s ion be lie ve d it wa s  a ppropria te  to e s ta blis h a n incre me nta l me te r

cha rge  in the  Ope n Me e ting a ddre ss ing the  Compa ny's  s is te r compa ny, UNS Ele ctric's

ra te  ca s e . The  Compa ny be lie ve s  it is  a ppropria te  to do s o now in this  proce e ding a s

we ll. The  Compa ny ha s  re vie we d the  UNS  Ele ctric de cis ion a nd the  e vide nce  in this

proce e ding a nd a gre e s  with RUCO witne s s  Mr. Hube r's  ge ne ra l me thod of ca lcula ting

the  correct leve l of incrementa l charge13 tha t should be  assessed to a ll new ne t mete ring

customers  subsequent to the  ra te  e ffective  da te  granted in this  proceeding. The  Company

also agrees  with Mr. Huber tha t his  proposed charge  is  too conserva tive .

26

27

13 Huber Surrebuttal 13:3-18.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

In the  UNS Electric Open Mee ting, an embedded cos t e s tima te  of me te r cos ts  was  used.

This  unde rs ta te s  wha t the  incre me nta l me te r cos ts  should be  by a  subs ta ntia l a mount.

Firs t, the  numbe r out of the  CCOSS is  a n a ve ra ge  of a ll me te rs  in se rvice  re ga rdle ss  of

how close  they a re  to be ing fully deprecia ted. This  cha rge  is  for new cus tomers  and new

ins ta lla tions , the re fore  the  ma rgina l cos t da ta  pre se nte d by the  Compa ny in my Dire ct

Tes timony as Exh ib it  CAJ -1 is  the  a ppropria te  source  for this  informa tion. S che dule  l

lines  5 (Mete rs ), 13 (Mete r Reading Expense ), 14 (Cus tomer Records  & Collections), 18

(Informa tiona l a nd  Ins tructiona l Adve rtis ing  Exp.), 19  (Mis c. Cus tome r S e rvice  &

Infonna tion Exp.) a nd 20 (Cus tome r A&G cos ts ) re pre s e nt the  cos ts  tha t s hould be

recovered from the  new ne t me te ring cus tomers . The  sum of these . entrie s  divided by 12

re s ult in a  cha rge  of $8.62 pe r month. All of the  s pe cifie d cos ts  a re  ca lcula te d on a n

a ve ra ge  me te r ba s is  a nd a re  s pe cific s e rvice s  tha t a re  provide d to the  ne t me te ring

customer. This  is  the  charge  the  Company be lieves  should be  applied incrementa lly to a ll

ne w re s ide ntia l ne t me te ring ins ta lla tions  a s  of the  ra te  e ffe ctive  da te  of this  orde r. This

s a me  ca lcula tion produce s  a  cha rge  of $9.13 pe r month for ne w S GS  ne t me te ring

16 customers .

17

18

19

20

21

22

23

24

25

S ince  the s e  a re  ne w cus tom e rs  with ne w m e te rs , the  m a rg ina l cos t s tudy is  the  m os t

a ppropria te  da ta  to us e  in the  ca lcula tion. Mr. Hube r's  cons e rva tive  cha rge  of $6 would

unde rs ta te  the  a ctua l cos t a s s ocia te d with the  incre me nta l a ddition of the  ne t me te ring

m e te r a nd re la te d e quipm e nt. Additiona lly, s ince  the  m a rg ina l cos t s tudy is  ba s e d on

s tanda rd me te r ins ta lla tions , this  e s tima te  does  not include  the  incrementa l cos t of the  bi-

dire ctiona l me te r tha t would be  ne e de d to s e rve  the  s ola r pa rtia l re quire me nts  cus tome r.

The  m a rg ina l cos t s tudy is  b a s e d  on  a  s ta nda rd  m e te r,  not the  m ore  e xp e ns ive  b i-

dire ctiona l m e te r. The re fore  e ve n the  num be rs  p ropos e d a bove  ca n be  cons ide re d

cons e rva tive .26

27

24



1 F. Wal-Mart Revenue Support Rider.

2

3

4

Q. Did you have any additional comments on Wal-Mart's proposed Revenue Support

Rider ("RSR") you wish to add to your Rebuttal Testimony?

5

6

The Company does support minimizing inter-class subsidies and, if created correctly,

could see a variation of the proposal being considered. The Company shares many of the

concerns expressed by Staff witness Mr. Solganick14 and agrees with his suggestion that a

detailed debate would be appropriate before moving forward with the proposal.

7

8

9

10

11

G. DSM a ECA_ C_harge.

12

13

14

15

16

17

Q. What is the Company's position as it relates to Staff witness Mr. Van Epos

recommendation that the DSM charge and the ECA be based on a per kph rate

instead of a percentage rate?

1 8

1 9

2 0

2 1

2 2

The Company is still of the opinion that the correct approach of using a percentage based

rate is more equitable for the larger customers and increases the contribution made by DG

customers who might otherwise avoid all DSM and ECA charges if charged on a kph

basis.

23

24

25

26

27
14 Solganick Surrebuttal 25: 1-15.

25
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1 H. S_GS Cap Wording.

2

3

4

5

6

7

8

9

10

Q. Staff witness Mr. Solganick mentioned in his Surrebuttal Testimony that the

language I referenced in my Rebuttal Testimony relating to the movement of an

SGS customer to an MGS class if the customer's consumption meets or exceeds

24,000 kph in consecutive months." Is this the language you intended to be

included in all SGS tariffs?

11

1 2

1 3

1 4

A. No. While  I a ppre cia te  Mr. S olga nick's  support a nd the  re a son for the  support, I

made  tha t s ta tement in re ference  to how we would transfer SGS customers  to MGS a t the

e nd of a  tra ns ition pe riod. It wa s  not my inte nt to cha nge  the  ta riff la ngua ge  origina lly

propos e d by the  Compa ny in  its  Dire ct filing. I be lie ve  Mr. S olga nick ina dve rte ntly

assumed my re fe rence  to how cus tomers  would be  migra ted to MGS was  a  modifica tion

to the  s pe cifie d s e ction of 2-pa rt S GS  ta riffs  which would ha ve  ma de  it s ound like  the

Company intended to modify its  proposed ta riff language .

My Rebutta l Testimony,15 in re ference  to the  transition plan, s ta ted:

S G S  c u s to me rs  with  u s a g e  me e tin g  o r e xc e e d in g  2 4 ,0 0 0  kp h  in

conse cutive  months  will a utoma tica lly be  move d to the  MGS  ra te  on the

firs t billing cycle  a lte r the  ra te  e ffective  da te .

The  filed SGS ta riffs  conta ined the  provis ion worded as  follows:

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

If a  cus tome r's  two month  a ccumula te d  cons umption in  the  curre nt

billing month a nd the  month proce e ding me e ts  or e xce e ds  24,000 kph,

the  cus tomer will be  moved to the  Medium Genera l Se rvice  ta riff.

15 Jones Rebuttal 17:4-6.

26



1

2

3

4

5

The  Company be lieves  the  language  origina lly proposed will s till a llow an SGS cus tomer

two months  to a ccumula te  to the  tota l consumption of 24,000 kph or more  which a llows

the m to a void a n imme dia te  move  to the  MGS  ra te  if a  s ingle  month's  us a ge  e xce e ds

12,000 kph. The  Company be lieves  this  language  s till mee ts  Mr. Solganick's  expre ssed

desire  to "not penalize  a  customer for a  single  usage excursion". 16

6

7 1. Prepay Rate

8

9 Q. Would you like to respond to Staff witness Connolly's recommendations relating to

1 0 the Prepay rate?

1 2

The  Compa ny's  witne ss  Ms . S mith will re spond to mos t of the  re comme nda tions  ma de

by Mr. Connolly, but the re  a re  a  couple  of items l would like  to address .

1 3

1 4

1 5

1 6

1 7

1 8

1 9

The  Compa ny is  willing to include  a  Life line  provis ion in the  P re pa y ra te . This  will be

based on the  fina l Life line  ra te  approved by the  Commiss ion. If the  Commiss ion approves

the  Company's  proposa l it will be  a s  s imple  a s  dividing the  s tandard $15 Life line  credit by

thirty (30) days  and providing a  $0.50 pe r day credit to the  ca lcula tion. The  ra te s  will be

the  same as a  s tandard residentia l customers and this  method will provide  a  potentia l

Life line  cus tomer with the  same  leve l of discount they would othe rwise  enjoy.

20

2 1

2 2

Q.

23

Please address Staffs witness Mr. Connolly's concern that "TEP is unable to

determine when, in the daily billing cycle, a Prepay customer would move from one

energy tier to the next".l7

24

25

26

Current residentia l ra tes  a re  designed around a  monthly billing cycle  such tha t a t some

point in the  month cus tomers  who consume  above  500 kph will e sca la te  to a  higher tie r

energy ra te . In contras t, Prepay is  a  pay-as-you go option automated as  a  da ily billing

27 16 Solganick Surrebutta l 13:19.
17 Connolly Surrebutta l 2:13.

A.

A.

27



1

2

3

4

cycle that creates a customer alternative to tracking energy consumption on a monthly

cycle with sensitivity to the possibility the rate may change later in the month based on the

total monthly consumption. The issue is not whether TEP can create a parallel monthly

billing model to determine when a customer would have moved from one tier to the next,

the issue is that Prepay creates an entirely different option for customers via a singular

volumetric rate, equivalent to the weighted average of other RES customers, for the pre-

purchase of energy, with no post consumption billing cycle.

5

6

7

8

9 As pa rt of is  discuss ion on this  topic, Mr. Connolly re comme nds  cha nging the  ra te  use d

to ca lcula te  the  da ily P re pa y bilL'** The  Compa ny a gre e s  to cha nge  the  tie r bre a kpoint

from 20 kph pe r da y to  16 kph pe r da y. This  will a pproxima te  the  500 kph monthly

bre a kpoint. The  sa me  ra te  tha t will a pply to the  :firs t 500 kph consume d by a  s ta nda rd

re s ide ntia l cus tome r will a pply to  the  firs t 16 kph cons ume d e a ch da y by a  P re pa y

cus tome r. Da ily consumption in e xce ss  of 16 kph will be  cha rge d a t the  sa me  ra te  a s  a

s ta nda rd re s ide ntia l cus tome r pa ys  for cons umption in e xce s s  of 500 kph in a  billing

month.

J . Grandfa_t_h_¢-gljng Net-Meter9d_SGS Customers.

Q. How do you characterize the assertion that SGS customers who are also on the net-

metering rider have to be grandfathered on their tariff and not just their rider?

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A. This  is  a n inte re s ting a rgume nt coming from sola r inte re s ts  such a s  EFCA, Vote  S ola r,

a nd S OLON for a  numbe r of re a s ons . Mos t pe rtine nt is  tha t it is  contra dictory to the ir

own a rguments  tha t DG customers  must not be  trea ted as  a  separa te  class  of customers .

The  Compa ny's  curre nt proposa l, for purpose s  of the  migra tion rule s , a re  de s igne d to

promote  the  tre a tme nt of a ll ge ne ra l s e rvice  cus tome rs  e qua lly a nd to not cre a te  a

18 Connolly Surrebuttal 2:23 .

28
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1

2

s e pa ra te  cla s s  or tre a tme nt for DG cus tome rs  the re by a llowing the  DG cus tome rs  to

continue  to re a p the  be ne fits  of the ir ne t me te ring ride r. All cus tome rs  will be  pla ce d in

3 the  c la s s  tha t the ir us a ge  would  o the rwis e  qua lify the m for. Cre a ting a dditiona l

4 subsidized customers  is  not in the  public inte rest and should be  avoided if possible .

5

6 K. Rate_Class Pgameteyg.

7

8 Q. Many of  the solar advocates claim the Company's proposed minimum and

9

1 0

maximum usage or kW limits for each specific rate class are unprecedented and

lead to cost inequities. Do you agree with these statements?

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

25

26

No . The s e  a rgume nts  a re  ca te gorica lly fa ls e . The  truth  is , wha t the  Compa ny is

proposing is  very common and seeks  to end cost mismatches . Firs t, moving customers  to

ra te s  ba se d on s ize  occurs  a t a ll of the  e le ctric utilitie s  in Arizona  with the  e xce ption of

one . AP S , S RP , UNS  Ele ctric , TRICO Ele ctric  Coope ra tive , S u lfur S pring  Va lle y

Ele ctric Coope ra tive , Na vopa che  Ele ctric Coope ra tive , Dixie  Es ca la nte  Rura l Ele ctric

As s ocia tion, Dunca n Va lle y Ele ctric Coope ra tive , Inc., Ga rka ne  Ene rgy Coope ra tive ,

Inc., Gra ha m County Ele ctric Coope ra tive , Inc., Moha ve  Ele ctric Coope ra tive , Inc., a nd

More nci Wa te r a nd Ele ctric Compa ny a ll ha ve  s ize  diffe re ntia te d ta riffs  which move

customers  to the ir appropria te ly s ized ta riff with TEP be ing the  one  exception to this  rule .

Additiona lly, no othe r e le ctric utility in Arizona  a llows  ne t me te ring cus tome rs  to s ta y on

the ir s ma lle s t ta riff re ga rdle s s  of the ir a ctua l s ize  a nd cha ra cte r of s e rvice . TEP  is

curre ntly the  outlie r in this  re ga rd a nd the  Compa ny's  propos a ls  a re  s e e king to move

towa rds  a  s ound ra te  de s ign the ory, not ma inta in  wha t is  cle a rly a n  outda te d a nd

problematic practice . Second, the  proposa l to move  customers  to like  s ized ra tes  seeks  to

he lp mitiga te  cos t misma tche s  tha t a re  curre ntly occurring. By moving cus tome rs  to like

s ize d ra te s , thos e  cus tome rs  with  h ighe r loa d fa ctors  will s a ve  on the ir u tility b ills

27

29

A.

ll



re fle c ting the ir lowe r a ve ra ge  cos t of s e rvice  whe n compa re d to  low loa d fa c tor

customers.

Q. Does this conclude your Rebuttal Testimony?

1

2

3

4

5 A.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Yes, it does .

30
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Tucson Electric Power Company
Comparison of Present and Proposed Rates

Test Period Ended June 30, 2015

Exhibit CAJ-RJ-1
Schedule H-3 Rejoinder

Page 6 of 23

Rate ld Rage Description an,gLUOM Present Rates Proposed Rates
Increase

$ %

TE~R-01 Residential Service
BasicService ChargeSingle Phase Per Mo.
Basic Service ChargeThree Phase Per Mo.
Sum First 500 kph
Sum 501-1,000kph
Sum 1,001-3,500 kph
Sum>3,500 kph
Win First 500 kph
Win 501~1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph
Base Power Summer kph
BasePower Winterkph
PPFACCharge kph

$10.00
$15.00

$0.056200
$0.067200
$0.079800
$0.088200
$0.056200
$0.065200
$0.078100
$0.087100
$0.035111
$0.031532
$0.006820

$15.00
$20.00

$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
30.079600
$0.079600
$0.035691
$0.032608
50.000000

$5.00
$5.00

$0_007604
$0.012400
-$0.000200
_$0.008600
$0.007604
$0.014400
$0.001500
-$0.007500
$0.000580
$0.001076

N/M

50%

33%
14%
18%
0%

-10%
14%
22%
2%
-9%
2%
3%
N/M

Solar BlockRatefor Residential Electric Service Rate R-01 $0.053463 $0.054343 $0.000880

TE-RXXX Residential Service Demand
Basic Service Charge Per Month
Demand 0-7 kW
Demand >7kW
Sum kph
Win kph
BasePower Summer kph
Base Power Winter kph
PPFAC Charge kph

N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M

$12.00
$8.75
$12.50

$0.031740
$0.031740
$0.035691
$0.032608
$0.000000

N/M
N/M
N /M
N/M
N /M
N/M
N /M
N /M

N/M
N/M
N/M
N/M
N/M
N /M
N/M
N/M

TE-201A Special Residential Electric Service
Basic Service Charge
Sum First 500 kph
Sum 501~1,000 kph
Sum 1,001-3,500 kph
Sum>3,500 kph
Win First 500 kph
Win 501-1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph
Base PowerSummer kph
Base Power Winter kph
PPFAC Charge kph

$10.00
$0.050600
$0.060500
$0.071800
$0.079400
$0.050600
$0.058700
$0.070300
$0.078400
$0.035111
$0.031532
$0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.028553
$0.026086
$0.000000

$5.00
$0.013204
$0.019100
$0.007800
$0.000200
$0.013204
$0.020900
$0.009300
$0.001200
-$0.006558
-$0.005446

N/M

50%
26%
32%
1 1 %
0 3 %
26%
36%
1 3 %
2%

~19%
-17%
N/M

L u l



Tucson Electric Power Company
Comparison of Present and Proposed Rates

Test Period Ended June 30, 2015

Exhibit CAJ-RJ-1
Schedule H-3 Rejoinder

Page 7 of 23

Kate Id Rate Description and UOM Present Rates Proposed Rates
Increase

s %

TE~201B Special Residential Electric Service Time fUse
Basic Service Charge
Sum On-peak First 500 kph
Sum On-peak 501-1,000 kph
Sum On~peak1,001-3,500 kph
Sum On-peak >3,S00 kph
Sum Off-peak First 500 kph
Sum Off~peak 501~1,000 kph
Sum Off~peak1,001~3,500 kph
Sum Off-peak >3,500 kph
Win On-peak First 500 kph
Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph
Win On-peak >3,500 kph
Win Off-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph
Win Off-peak >3,500 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$11.50

$0.056800
$0.056800
$0.056800
$0.056800
$0.044000
$0.044000
$0.044000
$0.044000
$0.048300
$0.048300
$0.048300
$0.048300
$0.035500
$0.035500
$0.035500
$0.035500
$0.050669
$0.026679
$0.032893
$0.027092
$0.006820

$12.00

$0.063804
$0.0)9600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079500
$0.053254
$0.021066
$0.026054
$0.020524
$0.000000

$0.50
$0.007004
$0.022800
$0.022800
$0,022800
$0.019804
$0.035600
$0.03S600
$0.035600
$0.015504
$0.031300
$0.031300
$0.031300
$0.028304
$0.044100
$0.044100
$0.044100
$0.002585
-$0.005613
-$0.006839
-$00006568

N/M

4%

12%
40%
40%
40%
45%
81%
81%
81%
32%
65%
65%
65%

80%
124%
124%
124%
5%

-21%
-21%
-24%
N/M

TE-R80 Residential Time fUse
Basic Service Charge
Sum On-peak First 500 kph
Sum On~peak 501-1,000 kph
Sum On-peak1,001-3,500 kph
Sum On-peak >3,500 kph
Sum Off-peak First 500 kph
Sum Off-peak 501-1,000 kph
Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph
Win On-peak First 500 kph
Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph
Win On-peak >3,500 kph
Win Off-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph
Win Off-peak >3,500 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$11.50
$0.066800
$0.066800
$0.066800
$0.066800
$0.051800
$0.051800
$0.051800
$0.051800
$0.056800
$0.056800
$0.056800
$0.056800
$0.041800
$0.041800
$0.041800
$0.041800
$0.050669
$0.026679
$0.032893
$0.027092
$0.006820

$12.00
$0.063804
50.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
50.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.066568
$0.02633Z
$0.032568
$0.025655
$0.000000

$0.50

-$0.002996
$0.012800
$0.012800
$0.01z800
$0.012004
$0.027800
$0.027800
$0.027800
$0.007004
$0.0z2800
$0.022800
$0.022800
$0.022004
$0.037800
$0.037800
$0.037800
$0.015899
-$0.000347
-$0.000325
-$0_00143'7

N/M

4%
-4%
19%
19%
19%
23%
54%
54%
54%
12%
40%
40%
40%
53%
90%
90%
90%
31%
-1%
-1%
-5%
N/M
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Rate ld Rate pesqription and UOM Present Rates Proposed Rates
Increase

$ %

TE-RXXX Residential Demand Time fUse
Basic Service Charge Per Month
Demand 0-7 kW
Demand > 7 kW
Sum On-peak kph
Sum Off-peak kph
Win On-peak kph
Win Off-peak kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

N/M
N/M
N/M
N/M

N/M
N/M
N/M

N/M
N/M
N/M
N/M

N/M

$12.00

$8.75
$12.50

$0.031740
$0.031740
$0.031740
$0.031740
$0.066568
$0.0z633z
$0.032568
$0.025655
$0.000000

N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE-R8 Residential Time fUse Super Peak
Basic Service Charge
Sum On-peak First 500 kph
Sum On-peak 501-1,000 kph
Sum On~peak1,001-3,500 kph
Sum On-peak >3,500 kph
Sum Off~peak First 500 kph
Sum Off-peak 501-1,000 kph
Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph
Win On-peak First 500 kph
Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph
Win On-peak >3,500 kph
Win Off-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off~peak1,001-3,500 kph
Win Off-peak >3,S00 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$11.50
$0.097100
$0.097100
$0.120100
$0.120100
$0.048500
$0.048500
$0.071500
$0.071500
$0.089100
$0.089100
$0.112100
$0.112100
$0.038500
$0.038500
$0.061500
$0.061500
$0.080100
$0.022200
$0.040200
$0.020500
$0.006820

$12,00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$0.50
-$0.033296
-$0.017500
-$0.040500
-$0.040500
$0.015304
$0.031100
$0.008100
$0.008100
_$0.025296
-$0.009500
-$0.032500
-$0.032500
$0.025304
$0.041100
$0.018100
$0.018100
-$0.013532
$0.004132
_$0.007632
$0.005155

N/M

4%
-34%
-18%
-34%
-34%
32%
64%
11%
11%
-28%
-11%
-29%
-29%
66%
107%
29%
29%
-17%
19%
-19%
25%
N/M

TE-R01BC Residential Service R~01 Bright Community Solar
Basic Service Charge Single Phase
Sum First 500 kph
Sum 501-1,000 kph
Sum 1,001-3,500 kph
Sum>3,500 kph
Win First 500 kph
Win 501-1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$10.00
$0.056200
$0.067Z00
$0.079800
$0.088200
$0.056200
$0.065200
$0.078100
$0.087100
$0.035111
$0.031532
$0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.035691
50.032608
$0.000000

$5.o0
$0.007604
$0.012400
-$0.000z00
.$0.008600
$0.007604
$0.014400
$0.001500
-$0.007500
$0.000580
$0.001076

N/M

50%
14%
18%
0%

-10%
14%
22%
2%
-9%
2%
3%
N/M
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Rate ld Rate Deacrjption and LOOM Present Rates Proposed Rates
Increase

$ %

TE4~01 Lifeline Residential Service Standard (Frozen 1996 - R-04-01F Senior%
Basic Service Charge Per Month $6.90
Sum First 500 kph $0.061100
Sum 501-1,000 kph $0.061100
Sum >1,000 kph $0.061100
Win First 500 kph $0.057000
Win 501-1,000 kph $0.057000
Win >1,000 kph $0.057000
Base Power Summer kph $0.033198
Base Power Winter kph $0.025698
PPFAC Charge kph $0.006820

Discount]
$15.00

$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
50.035691
$0.032608
$0.000000

$8.10
$0.002704
$0.018500
$0.018500
$0.006804
$0.022600
$0.022600
$0.002493
$0.006910

N/M

117%

4%
30%
30%
12%
40%
40%
8%
27%
N/M

TE4-21 Lifeline Residential Time of Use (Frozen 1996 - Senior % Discount)
Basic Service Charge Per Month $8.86
Sum On-Peak First 500 kph $0.078800
Sum On-Peak 501-1,000 kph $0.078800
Sum On-Peak >1,000 kph $0.078800
Sum Off-Peak First 500 kph $0.030100
Sum Off-Peak501-1,000 kph $0.030100
Sum Off-Peak >1,000 kph $0.030100
Win On-Peak First 500 kph $0.065200
Win On-Peak 501-1,000 kph $0.065200
Win On-Peak >1,000 kph $0.065200
Win Off-Peak First 500 kph $0.033000
Win Off-Peak 501-1,000 kph $0.033000
Win Off-Peak >1,000 kph $0.033000
Base Power Summer 0n~Peak kph $0.053198
Base Power Summer Off-Peak kph $0.023198
Base Power Winter On-peak kph $0.04-0698
Base Power Winter Off-peak kph $0.020698
PPFAC Charge kph $0.006820

$12.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$3.14
-$0.014996
$0.000800
$0.000800
$0.033704
$0.049500
$0.049500
-$0.001396
$0.014400
$0.014400
$0.030804
$0.046600
$0.046600
$0.013370
$0.003134
-$0.008130
$0.004957

N/M

35%
-19%
1%
1%

112%
164%
164%
-2%

22%
22%
93%
141%
141%
25%
14%
-20%
24%
N/M

TE4-70 Lifeline Residential Time of Use (Frozen 1996 - Senior % Discount)
Basic Service Charge Per Month $8.78
Sum On-Peak First 500 kph $0.139300
Sum On-Peak 501-1,000 kph $0.139300
Sum On~Peak >1,000 kph $0.139300
Sum Shldr-Peak First 500 kph $0.074000
Sum Shldr-Peak 501-1,000 kph $0.074000
Sum Shldr-Peak >1,000 kph $0.074000
Sum Off-Peak First 500 kph $0.037900
Sum 0ff»Peak 501-1,000 kph $0.037900
Sum Off-Peak >1,000 kph $0.037900
Win On-Peak First 500 kph 50.092500
Win On-Peak 501-1,000 kph $0.092500
Win On-Peak >1,000 kph $0.092500
Win Off-Peak First 500 kph 50.024900
Win Off-Peak 501-1,000 kph $0.024900
Win Off-Peak >1,000 kph $0.024900
Base Power Summer On-Peak kph $0.055698
Base Power Summer Shoulder kph $0.048198
Base Power Summer Off-Peak kph $0.023198
Base Power Winter On-peak kph $0.04-0698
Base Power Winter Off-peak kph $0.020698
PPFAC Charge kph $0.006820

$1200
$0D63804
$0D79600
$0D79600

$0063804
$0079600
$0D79600
$0D63804
$0079600
$0D79600
$0063804
$0079600
$0079600
$0063804
$0079600
$u079600
$0D66568
50066568
$0026332
$0D32568
$0D25655
50000000

$3.22
-$0.075496
-$0.059700
-$0.059700
.$0.010196
$0.005600
$0.005600
$0.025904
$0.041700
$0.041700
.$0.028696
-$0.012900
_$0.012900
$0.038904
$0.054700
$0.054700
$0.010870
$0.018370
$0.003134
-$0.008130
$0.004957

N/M

37%
-54%
-43%
-43%
-14%
8%
8%
68%

110%

110%
-31%
-14%
-14%
156%
220%
220%
20%

38%
14%
-20%
24%
N/M
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Rate Id Rate Description and coM Present Rates Proposed Rates
Increas e

$ %

TE5-01

117%

Lifeline Residential Service Standard (Frozen Lifeline % Discount)
Basic Service Charge Per Month $6.90
Sum First 500 kph $0.061100
Sum 501-1,000 kph $0.061100
Sum >1,000 kph $0.061100
Win First 500 kph $0.057000
Win 501-1,000 kph $0.057000
Win >1,000 kph $0.057000
Base Power Summer kph $0.033198
Base Power Winter kph $0.025698
PPFAC Charge kph $0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.035691
$0.032608
$0.000000

$8.10
$0.002704
$0.018500
$0.018500
$0.006804
$0.022600
$0.022600
$0.002493
$0.006910

N/M

4%
30%
30%
1 2 %
40%
40%
8 %

27%
N/M

TE5-21 Residential Time of Use (Frozen Lifeline % Discount]
Basic Service Charge Per Month
Sum On-Peak First 500 kph
Sum On-Peak 501-1,000 kph
Sum 0n~Peak >1,000 kph
Sum Off-Peak First 500 kph
Sum Off-Peak 501-1,000 kph
Sum Off-Peak >1,000 kph
Win On-Peak First 500 kph
Win On-Peak 501-1,000 kph
Win On-Peak >1,000 kph
Win Off-Peak First 500 kph
Win Off-Peak 501-1,000 kph
Win Off-Peak >1,000 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On~peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$8.86
$0.078800
$0.078800
$0.078800
$0.030100
$0.030100
$0.030100
$0.065200
$0.065200
$0.065200
$0.033000
$0.033000
$0.033000
$0.053198
$0.023198
$0.040698
$0.0Z0698
$0.006820

$12.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.07950()
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$3.14
-$0.014996
$0.000800
$0.000800
$0.033704
$0.049500
$0.049500
-$0.001396
$0.014400
$0.014400
$0.030804
$0.046600
$0.046600
$0.013370
$0.003134
-$0.008130
$0.004957

N/M

35%
-19%
1.0%
1.0%

112.0%
164%
164%
.2%
22%

22%
93%

141%

141%
25%
1 4 %
-20%
24%

N/M

TE5-70 Residential Time fUse (Frozen Lifeline % Discount)
Basic Service Charge Per Month
Sum On-Peak First 500 kph
Sum On-Peak 501-1,000 kph
Sum On-Peak >1,000 kph
Sum Shldr-Peak First 500 kph
Sum Shldr-Peak 501-1,000 kph
Sum Shldr-Peak >1,000 kph
Sum Off-Peak First 500 kph
Sum Off-Peak 501-1,000 kph
Sum Off'p€3k >1,000 kph
Win On-Peak First 500 kph
Win On-Peak 501~1,000 kph
Win On-Peak >1,000 kph
Win Off-Peak First 500 kph
Win Off-Peak 501-1,000 kph
Win Off-Peak >1,000 kph
Base Power Summer On-Peak kph
Base Power Summer Shoulder kph
Base Power Summer Off~Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$8.78

$0.139300
$0.139300
$0.139300
$0.074000
$0.074000
$0.074000
$0.037900
$0.037900
$0.037900
$0.092500
$0.092500
$0.092500
$0.024900
$0.024900
$0.024900
$0.055698
$0.048198
$0.023198
$0.04-0698
$0.020698
$0.006820

$12.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.066568
$0.0Z6332
$0.032568
$0.025655
$0.000000

$3.22
-$0.075496
-$0.059700
-$0.059700
.$0.010196
$0.005600
$0.005600
$0.025904
$0.041700
$0.0417()()
-$0.028696
-$0.012900
.$0.012900
$0.038904
$0.054700
$0.054700
$0.010870
$0.018370
50.003134
_$0.008130
$0.004957

N/M

3 7 %
-54%
-43%
-43%
-14%
8 %
8 %

6 8 %
110%
110%
-31%
-14%
-14%
156%
220%
220%
20%
38%
1 4 %
-20%
24%
N/M
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Rate Id Rate Desggiption and UOM Present Rates Proposed Rates
Increase

$ %

TE6-01

117%

Residential Service Standard (Frozen Lifeline Flat Discount)
Basic Service Charge Per Month $6.90
Sum First 500 kph $0.061100
Sum 501-1,000 kph $0.061100
Sum >1,000 kph $0.061100
Win First 500 kph $0.057000
Win 501-1,000 kph $0.057000
Win >1,000 kph $0.057000
Base Power Summer kph $0.033198
Base Power Winter kph $0.025698
PPFAC Charge kph $0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.035691
$0.032608
$0.000000

$8.10
$0.002704
$0.018500
$0.018500
$0.006804
$0.022600
$0.0Z2600
$0.002493
$0.006910

N/M

4 %
30%
30%
12%
40%
40%
8%

27%
N/M

TE6-21 Residential Time of Use (Frozen Lifeline Flat Discount)
Basic Service Charge Per Month
Sum On-Peak First 500 kph
Sum On-Peak 501-1,000 kph
Sum On-Peak >1,000 kph
Sum Off-Peak First 500 kph
Sum Off-Peak 501~1,000 kph
Sum Off-Peak >1,000 kph
Win On-Peak First 500 kph
Win On-Peak 501-1,000 kph
Win On-Peak >1,000 kph
Win Off-Peak First 500 kph
Win Off-Peak 501-1,000 kph
Win Off-Peak >1,000 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$8.86
$0.078800
$0.078800
$0.078800
$0.030100
$0.030100
$0.030100
$0.065200
$0.065200
$0.065200
$0.033000
$0.033000
$0.033000
$0.053198
$0.023198
$().040698
$0.020698
$0.006820

$12.00

$0.063804
$0.079600
$0.079600
$0,063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$3.14

-$0.014996
$0.000800
$0.000800
$0.033704
$0.049500
$0.049500
-$0.001396
$0.014400
$0.014400
$0.030804
$0.046600
$0.046600
$0.013370
$0.003134
.$0.008130
$0.004957

N/M

35%

-19%
1 %
1 %

1 1 2 %
164%
164%
-2%

22%
22%
9 3 %

141%
141%
25%
1 4 %
-20%
24%

N /M

TE6-70 Residential Time fUse (Frozen Lifeline Flat Discount)
Basic Service Charge Per Month
Sum On-Peak First 500 kph
Sum On-Peak 501-1,000 kph
Sum On-Peak >1,000 kph
Sum Shldr-Peak First 500 kph
Sum Shldr-Peak 501-1,000 kph
Sum Shldr-Peak >1,000 kph
Sum Off-Peak First 500 kph
Sum Off-Peak501-1,000 kph
Sum Off-Peak >1,000 kph
Win On-Peak First 500 kph
Win On-Peak 501_1,000 kph
Win On-Peak >1,000 kph
Win Off-Peak First 500 kph
Win Off-Peak 501-1,000 kph
Win Off-Peak >1,000 kph
Base Power Summer On-Peak kph
Base Power Summer Shoulder kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$8.78
$0.139300
$0.139300
$0.139300
$0.074000
$0.074000
$0.074000
$0,037900
$0.037900
$0.037900
$0.092500
$0.092500
$0.09z500
$0.024900
$0.024900
$0.024900
$0.055698
$0.048198
$0.023198
$0.040698
$0.020698
$0.006820

$12.00
$0.063804
$0.079600
50.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$3.22
.$0.075496
-$0.059700
-$0.059700
.$0.010196
$0.005600
$0.005600
$0.025904
$0.041700
$0.041700
_$0.028696
-$0.012900
-$0.012900
$0.038904
$0.054700
$0.054700
$0.010870
$0.018370
$0.003134
_$0.008130
$0.004957

N/M

3 7 %
-54%
-43%
-43%
-14%
8 %
8 %
68%

110%
1 1 0 %
-31%
-14%
-14%
156%
220%
220%
20%
38%
1 4 %
-20%
24%
N/M
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Rate ld Rate Descript_tlon and UQM Present Rates Proposed Rates
Increase

$ %

TE6-201A Special Residential Service [Frozen Lifeline Flat Discount)
Basic Service Charge Per Month $6.90
Mid Sum First 500 kph $0.061100
Mid Sum 501-1,000 kph $0.061100
Mid Sum >1,000 kph $0.061100
Remain Sum First 500 kph 30.043600
Remain Sum 501-1,000 kph $0.043600
Remain Sum >1,000 kph $0.043600
Win First 500 kph $0.041300
Win 501-1,000 kph $0.041300
Win >1,000 kph $0.041300
Base Power Mid Summer kph $0.033198
Base Power Remaining Summer kph $0.033198
Base Power Winter kph $0.027198
PPFAC Charge kph $0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
50.063804
$0.079600
$0.079600
$0.028553
$0.000000
$0.026086
$0.000000

$8.10
$0,002704
$0.018500
$0,018500
$0.020204
$0.036000
$0.036000
$0.022504
$0.038300
$0.038300
-$0.004645
_$0.033198
~$0.00111z

N/M

117%
4%
30%
30%
46%
83%
83%
54%

93%
93%

-14%
-100%

-4%
N/M

TE6-201B Special Residential Service Time fUse (Frozen Lifeline Flat Discount)
Basic Service Charge Per Month $8.78
Mid Sum On-Peak First 500 kph $0.136900
Mid Sum On-Peak 501-1,000 kph $0.136900
Mid Sum On-Peak >1,000 kph $0.136900
Mid Sum Shlder-Peak First 500 kph $0.074700
Mid Sum Shldr-Peak501-1,000 kph $0.074700
Mid Sum Shldr-Peak >1,000 kph $0.074700
Mid Sum Off-Peak First 500 kph $0.038300
Mid Sum Off-Peak 501~1,000 kph $0.038300
Mid Sum Off-Peak >1,000 kph $0.038300
Remain Sum 0n»Peak First 500 kph $0.099500
Remain Sum On-Peak 501-1,000 kph 30.099500
Remain Sum On-Peak >1,000 kph $0.099500
Remain Sum Shlder-Peak First 500 kph $0.048600
Remain Sum Shldr-Peak 501-1,000 kph $0.048600
Remain Sum Shldr-Peak >1,000 kph $0.048600
Remain Sum Off-Peak First 500 kph $0.025300
Remain Sum Off»Peak 501-1,000 kph $0.0Z5300
Remain Sum Off-Peak >1,000 kph $0.025300
Win On-Peak First 500 kph $0.065200
Win OIl'p€3k 501-1,000 kph $0.065200
Win On~Peak >1,000 kph $0.065200
Win Off-Peak First 500 kph $0.015300
Win Off-Peak 501-1,000 kph $0.015300
Win Off-Peak >1,000 kph $0.015300
Base Power Mid Summer On-Peak kph $0.055698
Base Power Mid Summer Shoulder kph $0.048198
Base Power Mid Summer Off-Peak kph $0.023198
Base Power Remaining Summer On-Peak kph $0.055698
Base Power Remaining Summer Shoulder kph $0.048198
Base Power Remaining Summer Off-Peak kph $0.023198
Base Power Winter On-Peak kph $0.040698
Base Power Winter Off-Peak kph $0.020698
PPFAC Charge kph $0.006820

$1200
50063804
50079600
$0079600
50D63804
$0079600
$0079600
$0D63804
$0D79600
$0079600
$0000000
$0D00000
$0000000
$0000000
$0D00000
$0D00000
$0000000
$0000000
$0000000
$0063804
$0079600
$0D79600
$0D63804
50079600
$0D79600
$0056583
$0000000
$a02z382

$0000000
$0000000
50000000
$0027683
30021807
$0000000

$3.22
-$0.073096
-$0.057300
-$0.057300
-$0.010896
$0.004900
$0.004900
$0.025504
$0.041300
$0.041300
_$0.099500
-$0.099500
-$0.099500
.$0.04-8600
-$0.048600
-$0.048600
-$0.02S300
-$0.025300
-$0.025300
-$0.001396
$0.014400
$0.014400
$0.048504
$0.064300
$0.064300
$0.000885
.$0.048198
-$0.000816
-$0.055698
.$0.048198
-$0.023198
-$0.013015
$0.001109

N/M

37%
-53%
-4-2%
-42%
-15%
7%
7%
67%

108%

108%
-100%
-100%
-100%
-100%
-100%
-100%
-100%
-100%

-100%
-2%
22%

22%
317%
420%
420%
2%

-100%
-4%

-100%
-100%
-100%
-32%
5%
N/M
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Rate ld Rate Description and UOM Present Rates Proposed Rates
Increase

s %

TE8-01 Residential Service Standard (Frozen Lifeline Medical % Discount)
Basic Service Charge Per Month $6.90
Sum First 500 kph $0.061100
Sum 501-1,000 kph $0.061100
Sum >1,000 kph $0.061100
Win First 500 kph $0.057000
Win 501-1,000 kph $0.057000
Win >1,000 kph $0.057000
Base Power Summer kph $0.033198
Base Power Winter kph $0.025698
PPFAC Charge kph $0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
501079600
$0.035691
$0.032608
$0.000000

$8.10
$0.00Z704
$0.018500
$0.018500
$0.006804
$0.02Z600
$0.0Z2600
$0.00Z493
$0.006910

N/M

117%

4 %
30%
30%
1 2 %
40%
40%
8%

27%
N/M

TE8-21 Residential Time of Use (Frozen Lifeline Medical % Discount)
Basic Service Charge Per Month $8.86
Sum On-Peak First 500 kph $0.078800
Sum On~Peak 501-1,000 kph $0.078800
Sum On-Peak >1,000 kph $0.078800
Sum Off-Peak First 500 kph $0.030100
Sum Off-Peak 501-1,000 kph $0.030100
Sum Off~Peak >1,000 kph $0.030100
Win On-Peak First 500 kph $0.065200
Win On-Peak 501-1,000 kph $0.065200
Win On-Peak >1,000 kph $0.065Z00
Win Off-Peak First 500 kph $0.033000
Win Off-Peak 501-1,000 kph $0.033000
Win Off-Peak >1,000 kph $0.033000
Base Power Summer On-Peak kph $0.053198
Base Power Summer Off-Peak kph $0.023198
Base Power Winter On-peak kph $0.040698
Base Power Winter Off-peak kph $0.020698
PPFAC Charge kph $0.006820

$12,00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
50.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.026332
$0,032568
$0.0Z5655
$0.000000

$3.14

_$0.014-996
$0.000800
$0.000800
$0.033704
$0.049500
$0.049500
-$0.001396
$0.014400
$0.014400
$0.030804
$0.046600
$0.046600
$0.013370
$0.003134
-$0.008130
$0.004957

N /M

35%

-19%
1 %
1 %

1 1 2 %
1 6 4 %
164%
-2%
2 2 %
2 2 %
9 3 %

141%

141%
25%
1 4 %
-20%
2 4 %
N /M

TE8-70 Residential Time fUse (Frozen Lifeline Medical % Discount]
Basic Service Charge Per Month
Sum On-Peak First 500 kph
Sum On-Peak 501-1,000 kph
Sum On-Peak >1,000 kph
Sum Shldr-Peak First 500 kph
Sum ShldY"P€ak 501-1,000 kph
Sum Shldr-Peak >1,000 kph
Sum Off-Peak First 500 kph
Sum Off-Peak 501-1,000 kph
Sum Off-Peak >1,000 kph
Win On-Peak First 500 kph
Win On-Peak 501-1,000 kph
Win On-Peak >1,000 kph
Win Off-Peak First 500 kph
Win Off-Peak 501-1,000 kph
Win Off-Peak >1,000 kph
Base Power Summer On-Peak kph
Base Power Summer Shoulder kph
Base Power Summer Off-Peak kph
Base Power Winter On~peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$8.78
$0.139300
$0.139300
$0.139300
$0.074000
$0.074000
$0.074000
$0.037900
$0.037900
$0.037900
$0,092500
$0.092500
$0.092500
$0_024900
$0.024900
$0.024900
$0.055698
$0.048198
$0.023198
$0.040698
$0.020698
$0.0068Z0

$12.00
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.066568
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$3.22
_$0.075496
-$0.059700
-$0.059700
-$0.010196
$0.005600
$0.005600
$0.025904
$0.041700
$0.041700
.$0.028696
-$0.012900
-$0.012900
$0.038904
$0.054700
$0.054700
$0.010870
$0.018370
$0.003134
-$0.008130
$0.004957

N/M

3 7 %
-54%
-43%
-43%
-14%

8 %
8 %

6 8 %
110%
1 1 0 %
-31%
-14%
-14%
1 5 6 %
220%
220%
20%
3 8 %
1 4 %
-20%
2 4 %
N /M
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Rate ld Rate Description and UOM Present Rates Proposed Rates
Increase

S %

TE8~201A Special Residential Service (Frozen Lifeline Medical % Discount)
Basic Service Charge Per Month $6.90
Mid Sum First 500 kph $0.061100
Mid Sum 501-1,000 kph $0.061100
Mid Sum >1,000 kph $0.061100
Remain Sum First 500 kph $0,043600
Remain Sum 501-1,000 kph $0.04-3600
Remain Sum >1,000 kph $0.043600
Win First 500 kph $0.041300
Win 501-1,000 kph $0.041300
Win >1,000 kph $0.041300
Base Power Mid Summer kph $0.033198
Base Power Remaining Summer kph $0.033198
Base Power Winter kph $0.027198
PPFAC Charge kph $0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.000000
$0.000000
$0.000000
$0.063804
$0.079600
$0.079600
$0.028553
$0.000000
$0.026086
$0.000000

$8.10
$0.002704
$0.018500
$0.018500
.$0.043600
-$0.043600
-$00043600
$0.022504
$0.038300
$0.038300
-$0.004645
-$0.033198
-$0.001112

N/M

117%
4%
30%

30%
-100%
-100%

-100%
54%

93%
93%
-14%
-100%

-4%
N/M

TE6-01BC Residential Service Standard [Frozen Lifeline Flat Discount) Bright Com
Basic Service Charge Per Month $6.90
Sum First 500 kph $0.061100
Sum 501-1,000 kph $0.061100
Sum >1,000 kph $0.061100
Win First 500 kph $0.057000
Win 501-1,000 kph $0.057000
Win >1,000 kph $0.057000
Base Power Summer kph $0.033198
Base Power Winter kph $0.025698
PPFAC Charge kph $0.006820

munity Solar
$15.00

$0063804
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.035691
$0.03Z608
$0.000000

$840
$0002704
$0D18500
$0018500
$0D06804
$0022600
$0022600
$a002493
$0006910

N/M

117%
4 %

30%
30%
1 2 %
4 0 %
4 0 %
8 %
27%
N/M

TE-R-01LL Residential Service Standard
Basic Service Charge Per Month
Sum First S00 kph
Sum 501-1,000 kph
Sum 1,001-3,500 kph
Sum>3,500 kph
Win First 500 kph
Win 501-1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$10.00
$0.056200
$0.067200
$0.079800
$0.088200
$0.056200
$0.065200
$0.078100
$0.087100
$0.035111
$0.031532
$0.006820

$15.00
$0.063804
$0,079600
$0.079600
$0.079600
$0.063804
50.079600
$0.079600
$0.079600
$0.035691
$0.032608
$0.000000

$5.00
$0.007604
$0.012400
-$0.000200
-$0.008600
$0.007604
$0.014400
$0.001500
-$0.007500
$0.000580
$0.001076

N/M

50%
1 4 %
1 8 %
0%

-10%
14%
22%
2%
-9%
2%
3%

N/M

TE~R01LB Residential Service R-01 Bright Community Solar
Basic Service Charge Per Month
Sum First 500 kph
Sum 501-1,000 kph
Sum 1,001-3,500 kph
Sum>3,500 kph
Win First 500 kph
Win S01-1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$10.00
$0.056200
$0.067200
$0.079800
$0,088200
$0.056200
$0.065200
$0.078100
$0.087100
$0.035111
$0.031532
$0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.035691
$0.032608
$0.000000

$5.00
$0_007604
$0.012400
-$0.000200
_$0.008600
$0.007604
$0014400
$0.001500
-$0.007500
50.000580
50001076

N/M

50%
1 4 %
18%
0%

-10%
1 4 %
22%
2%
-9%
2%
3%

N/M

I
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Rate ld Rate Description and LLQM Present Rates Proposed Rates
Increase

s %

TE-201AL Special Residential Electric Service
Basic Service Charge Per Month
Sum First S00 kph
Sum 501-1,000 kph
Sum 1,001-3,500 kph
Sum>3,500 kph
Win First 500 kph
Win 501-1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$10.00
$0.050600
$0.060500
$0.071800
$0.079400
$0.050600
$0.058700
$0.070300
$0.078400
$0.035111
$0.031532
$0.006820

$15.00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0,079600
$0.028553
$0.026086
$0.000000

$5.00
$0.013204
$0.019100
$0.007800
$0.000z00
$0.013204
$0.020900
$0.009300
$0.001200
_$0.006558
-$0.005446

N/M

50%
26%
32%
11%
0%
26%
36%
13%

2%
-19%
~17%
N/M

TE-201BL Residential Time fUse
Basic Service Charge Per Month
Sum On-peak First 500 kph
Sum On-peak 501-1,000 kph
Sum On-peak1,001-3,500 kph
Sum On-peak >3,S00 kph
Sum Off-peak First 500 kph
Sum Off-peak 501-1,000 kph
Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph
Win On-peak First 500 kph
Win On-peak 501-1,000 kph
Win On-peak1,001»3,500 kph
Win On-peak >3,500 kph
Win Off-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph
Win Off-peak >3,500 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$11.50
$0.056800
$0.056800
$0.056800
$0.056800
$0.044000
$0.044000
$0.044000
$0.044000
$0.048300
$0.048300
$0.048300
$0.048300
$0.035500
$0.035500
$0.035500
$0.035500
$0.050669
$0.026679
$0.032893
$0.027092
$0.006820

$12.00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
50.079600
$0.079600
$0.0s3z54
$0.021066
$0.0z6054
$0.0205z4
$0.000000

$0.50
$0.007004
$0.022800
$0.022800
$0.02Z800
$0.019804
$0.035600
$0.035600
$0.035600
$0.015504
$0.031300
$0.031300
$0.031300
$0.028304
$0.044100
$0.044100
$0.044100
$0.002585
.$0.005613
.$0.006839
-$0.006568

N/M

4%
12%

40%
40%
40%
45%
81%

81%
81%
32%
65%
65%
65%
80%
124%
124%
124%
5%

-21%
-21%
-24%
N/M
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Rare ld Rat_e Description and UOM Present Rates Proposed Rates
Increase

s %

TE-R80LL Residential Time fUse
Basic Service Charge Per Month
Sum On-peak First 500 kph
Sum On-peak 501~1,000 kph
Sum On-peak1,001-3,500 kph
Sum On-peak >3,500 kph
Sum Off-peak First 500 kph
Sum Off~peak 501-1,000 kph
Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph
Win On-peak First 500 kph
Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph
Win On-peak >3,500 kph
Win Off-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph
Win Off-peak >3,500 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$1150

$0.066800
$0.066800
$0.066800
$0.066800
$0.051800
$0.051800
$0.051800
$0.051800
$0.056800
$0.056800
$0.056800
$0.056800
$0.041800
$0.041800
$0.041800
$0.041800
$0.050669
$0.026679
$0.032893
$0.027092
$0.006820

$12.00

$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0,079600
$0.079600
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$0.50
-$0.002996
$0.012800
$0.012800
$0.012800
$0.012004
$0.027800
$0.027800
$0.027800
$0.007004
$0.022800
$0.022800
$0.022800
$0.022004
$0.03'78()()
$0.037800
$0.037800
50.015899
-$0.000347
-$0.000325
_$0_001437

N/M

4 %

-4%
1 9 %
1 9 %
1 9 %
23%
54%
54%
54%
12%
40%
40%
40%
53%
90%
90%
90%
31%
-1%
-1%
-5%
N/M

TE-RBLL Residential Time fUse Super Peak Lifeline
Basic Service Charge Per Month
Sum On-peak First 500 kph
Sum On-peak 501-1,000 kph
Sum On-peak1,001-3,500 kph
Sum On-peak >3,500 kph
Sum Off-peak First 500 kph
Sum Off-peak 501-1,000 kph
Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph
Win On-peak First 500 kph
Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph
Win On~peak >3,500 kph
Win Off-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph
Win Off~peak >3,500 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$11.50
$0.097100
$0.097100
$0.120100
$0.120100
$0.048500
$0.048500
$0.071500
$0.071500
$0.089100
$0.089100
$0.112100
$0.112100
$0.038500
$0.038500
$0.061500
$0.061500
$0.080100
$0.02z200
$0.040200
$0.020500
$0.006820

$12.00
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.063804
$0.079600
$0.079600
$0.079600
$0.066568
$0.026332
$0.032568
$0.025655
$0.000000

$0.50

-$0.033z96
-$0.017500
-$0.040500
-$0.040500
$0.015304
$0.031100
$0.008100
$0.008100
-$0.025296
_$0.009500
-$0.032500
-$0.03z500
$0.025304
$0.041100
$0.018100
$0.018100
_$0.01353z
$ 0004132
.$0_007632
$0.005155

N/M

4-%
-34%

-18%
-34%
-34%
32%
64%
11%
11%
-28%
-11%
-29%
-29%
66%

107%
29%
29%
-17%
19%
-19%
25%
N/M
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Rate ld Rate Description and__\10M Present Rates Proposed Rates
Increase

s %

TE-PESXX Prepay ElectricService
Basic Service Charge Per Day
Sum First 20 kph Per Day
Sum >20 kph Per Day
Win First 20 kph Per Day
Win >20 kph Per Day
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M

$0.67
$0.063804
$0.079600
$0.063804
$0.079600
$0.035691
$0.032608
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M

TE-GS10 Small General Service
Basic Service Charge Single Phase Per Mo.
Basic Service Charge Three Phase Per Mo.
Sum First 500 kph
Sum >500 kph
Win First 500 kph
Win >500 kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$15.50
$20.50

$0.077000
50.097800
$0.0s7000
$0.079000
$0.035111
$0.031532
$0.006820

$2100
$3200

$0086250
$0101100
$0066300
$0087300
$0035691
$0032608
$0000000

$11.50
$11.50

$0.009250
$0.003300
$0.009300
$0.008300
$0.000580
$0.001076

N/M

74%

56%
12%
3%
16%
11%
2%
3%
N/M

TE-GSXX Small General Service Demand
Basic Service Charge Per Month
Demand0-7 kW
Demand > 7 kW
Sum kph
Win kph
BasePower Summer kph
Base Power Winter kph
PPFACCharge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$22.00
$9.95
$13.50

$0.063890
$0.053890
$0.035691
$0.032608
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M

TE-GS11 Mobile Home Park Service (FROZEN)
Basic Service Charge Single Phase Per Mo.
Basic Service Charge Three Phase Per Mo.
Sum kph
Win kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$15.50
$20.50

$0.082000
$0.062000
$0.035111
$0.031532
$0.006820

$27.00
$32.00

$0.086940
$0.086940
$0.035691
$0.032608
$0.000000

$11.50
$11.50

$0.004940
$0.024940
$0.000580
$0.001076

N/M

74%
56%
6%

40%

2%
3%

N/M

TE-GS76 Small General Service Time of Use
Basic Service Charge
Sum On-peak First 500 kph
Sum On-peak >500 kph
Sum Off-peak First 500 kph
Sum Off-peak >500 kph
Winter On-peak First 500 kph
Winter On-peak >500 kph
Winter Off-Peak First 500 kph
Winter Off-Peak >500 kph
Base Power Summer On~Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$17.50
$0.099100
$0.099100
$0,084900
$0.084900
$0.081400
$0.081400
$0.064900
$0.064900
$0.050669
$0.026679
$0.032893
$0.027092
$0.006820

$2200
$0D86250
$0101100
$0086250
$0101100
$0D66300
$0087300
$0066300
$0D87300
$0071322
$0D25609
$0n38010
$0025655
$0D00000

$4.50
_$0,012850
$0.00z000
$0.001350
$0.016200
-$0.015100
$0.005900
$0.001400
$0.022400
30.020653
-$0.001070
$0.005117
-$0.001437

N/M

26%
-13%

2%
2%

19%
-19%
7%
2%

35%
41%
-4%
1 6 %
-5%
N/M

Solar Block Rate for Small General Service Rate GS-10 $0.053274 $0.054145 $0_000871

I
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\

Rate ld Rate Description and_L1QM Present Rates Proposed Rates
Increase

$ %

TE-GSXXX Small General Service Demand Time fUse
Basic Service Charge Per Month
Demand 0-7 kW
Demand > 7 kW
Sum On-peak kph
Sum Off-peak kph
Win On-peak kph
Win Off-peak kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
BasePower Winter Off-peak kph
PPFACCharge kph

N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M

$22.00
$9.95

$13.50
$0.063890
$0.063890
$0.053890
$0.053890
$0.071322
$0.02s609
$0.038010
$0.025655
$0.000000

N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M

TE-G10BC General Service Bright Community Solar
Basic Service Charge Single Phase Per Month
Basic Service Charge Three Phase Per Month
Sum First 500 kph
Sum>500 kph
Winter First 500 kph 0568
Winter >500 kph 0788
Winter First 500 kph 0570
Winter >500 kph 0790
Base Power Summer kph
Base Power Winter kph
Solar Blocks kWh_2011
Solar Blocks kWh_2013
Solar Blocks kWh_20xx
Credited Solar Blocks kWh_2011
Credited Solar Blocks kWh_2013
Credited Solar Blocks kWh_20xx
PPFAC Charge kph

$15.50
$20.50

$0.077000
$0.097800
$0.057000
50.079000
$0.057000
$0.079000
$0.035111
$0.031532
$0.028475
$0.033z74
$0.028475
_$0.028475
-$0.033z74
_$0.028475
$0.006820

$2100
$3100

$0086250
50101100
$0066300
$0087300
$0000000
$0000000
$0035691
$0032608
$0028475
$0033274
$0028475
-$00z8475
-$0033z74
-$0028475
$0000000

$11.50
$11.50

$0.009250
$0.003300
$0.009300
$0.008300
-$0.057000
-$0.079000
$0.000580
$0.001076
$0.000000
$0.000000
$0.000000
$0.000000
$0.000000
$0.000000

N/M

74%
56%
12%
3%

16%
11%

-100%
-100%

2%
3%
0%
0%
0%
0%
0%
0%

N/M

TE-GSM10 Small General Service (Municipal Transitional Adjustment)
Basic Service Charge Single Phase Per Month $15.50
Basic Service Charge Three Phase Per Month $20.50
Sum First 500 kph $0.077000
Sum>500 kph $0.097800
Win First 500 kph $0.057000
Win>500 kph $0.079000
Transitional Adjustment 16.50%
Base Power Summer kph $0.035111
Base Power Winter kph $0.031532
PPFAC Charge kph $0.00e8z0

$2100
$3200

$0n86250
$0101100
$0066300
$0087300

000%
$0035691
50032608
$0000000

$11.50
$1150

$0.009250
$0.003300
$0.009300
$0.008300
.$0.165000
$0.()()()580
$0.001076

N/M

74%
56%
12%
3%

16%
11%

-100%
2%
3%

N/M

TE-G10MBC General Service (Municipal Transitional Adjustment) Bright Community Solar
Basic Service Charge Three Phase Per Month $20.50 $27.00
Sum First 500 kph $0.077000 $0.086250
Sum>500 kph $0.097800 50.101100
Win First 500 kph $0.057000 $0.066300
Win>500 kph $0.079000 $0.087300
Transitional Adjustment 16.50% 0.00%
Base Power Summer kph $0.035111 $0.035691
Base Power Winter kph $0.031532 $0.032608
PPFAC Charge kph $0.006820 $0.000000

$6.50
$0.009250
$0.003300
$0.009300
$0.008300
-$0.165000
$0.000580
$0.001076

N/M

32%
12%
3%

16%
11%

-100%
2%
3%

N/M

l l  l
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Rated Rate Description and UOM Pres en t Ra tes Proposed Rates
Increase

$ %

TE-GS36
RT 43 Water Pumping

GS-36 (43) Water Pumping-Firm Service
Basic Service Charge Per Mo.
Sum kph
Win kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$15.50
$0.068000
$0.048000
$0.035111
$0.031532
$0.006820

$27.00
$0.076099
50.060299
$0.035691
$0.032608
$0.000000

$11.50
$0.008099
$0.012299
$0.000580
$0.001076

N/M

74%
1 2 %
26%
2%
3%

N/M

TE~GS37 GS-37 Com Water Pumping-Firm W/ Primary Voltage Discount
Basic Service Charge Per Mo. $15.50
Sum kph $0.064600
Win kph $0.045600
Base Power Summer kph $0.033355
Base Power Winter kph $0.02995S
PPFAC Charge kph $0.006820

$27.00
$0.072294
$0.057284
$0.033906
$0.030978
$0.000000

$11.50
$0.007694
$0.011684
$0.000551
$0.001022

N/M

74%
1 2 %
26%

2%
3%

N/M

TE-GS38 GS-38 (43) Water Pumping-lnterruptible Serv
Basic Service Charge Per Mo.
Sum kph
Win kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$15.50
$0.042000
$0,027000
$0.031310
$0.028420
$0.006820

$27.00
$0.050100
$0.039300
$0.031900
$0.029500
$0.000000

$1150
$0.008100
$0.012300
$0.000590
$0.001080

N/M

74%
1 9 %
46%
2%
4 %

N /M

TE-GS39 GS-39 (43) Water Pumping-Interupt w/Primary Voltage Discount
Basic Service Charge Per Mo. $1550
Sum kph $0.039900
Win kph $0.025650
Base Power Summer kph $0.029745
Base Power Winter kph $0.026999
PPFAC Charge kph $0.006820

$27.00
$0.047600
$0.037300
$0.030305
$0.028025
$0.000000

$11.50
$0.007700
$0.011650
$0.000560
$0.001026

N/M

74%
19%
4 5 %
2%
4 %

N/M

TE-MGS Medium General Service
Basic Service Charge Per Month
Summer Demand Charge Per kW
Winter Demand Charge Per kW
Summer kph
Winter kph
Base Power Summer kph
Base Power Winter kph
PPFACCharge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$40.00
$6.75
$5.00

$0.080790
$0.067790
$0.035691
$0.032608
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

Solar Block Rate for Medium General Service Rate MGS $0.053227 0.054129
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Rate ld Rate DescriDIi9ILand UOM Present Rates Proposed Rates
Increase

s %

TE~MGSTOU Medium General Service Tou
Basic Service Charge Per Month

Demand Summer On-Peak per kW
Demand Summer Off-Peak Excess Per kW
Demand Winter On-Peak Per kW
Demand Winter Off-Peak Excess Per kW
Summer On-Peak kph
Summer Off-Peak kph
Winter On-Peak kph
Winter Off-Peak kph
Base Power Summer On~Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$40.00

$7.75
$3.45
$3.35
$2.85

$0.110800
$0.060100
$0.110800
$0.060100
$0.071322
$0.025609
$0.038010
$0.025655
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE-MGSBC Medium General Service Bright Community solar

Basic Service Charge Per Month

Summer Demand ChargePer kW
Winter Demand ChargePer kW

Summerkph
Winter kph
BasePower Summer kph
Base Power Winter kph
PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$40.00
$6.75
$5.00

$0.080790
$0.067790
$0.035691
$0.03Z608
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE~LGS13 Large General Service
Basic Service Charge Per Month
Demand Charge Per kW

Summer kph
Winter kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$775.00
$15.25
$0.0192
$0.0134

$0.035111
$0.031532
$0.006820

$950.00
$17.40
$0.0185
$00143

$0.035691
50.032608
$0.000000

$175.00
$2.15

-$0.000670
$0.000900
$0.000580
$0,001076

N/M

23%

14%
-3%
7%
2%
3%
N/M

TE-LG85 Large General Service TOU
Basic Service Charge Per Month
Demand Summer On-Peak per kW
Demand Summer Off-Peak Per kW
Demand Winter On-Peak Per kW
Demand Winter Off-Peak Per kW
Summer On-Peak kph

Summer Off-Peak kph
Winter On-Peak kph
Winter Off-Peak kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$950.00
$14.55
$10.92
$11.59

$9.10
$0.008600
$0.006000
$0.003000
$0.000500
$0.050669
$0.026679

$0.03Z893
$0.027092
$0.006820

$950.00
$22.15
$10.92
$1850
$9.10

$0.018540
$0.012700
$0.007100
$0.001250
$0.071322
$0.025609
$0.038010
$0.025655
$0.000000

$0.00
$7.60
$0.00
$6.91
$0.00

$0.009940
$0.006700
$0.004-100
$0.000750
$0.020653
-$0.001070
$0.005117
-$0.001437

N/M

0%
52%
0%

60%
0%

116%
112%
137%
150%
41%
-4%
16%
-5%
N/M

TE-L13BC Large General Service Brigh Community Solar
Basic Service Charge Per Month
Demand Charge Per kW
Summer kph
Winter kph
Base Power Summer kph
Base Power Winter kph
Solar_Blocks_kWh_053227_2P

$775.00
$15.25
$0.0192
$00134

$0.035111
$0.031532
$0.033227

$95000
$17.40
$00185
$0.0143

$0,035691
$0.032608
$0.033227

$175.00
$z.15

.$0.000670
$0,000900
$0.000580
$0.001076
$0.000000

23%
14%
-3%
7%

2%
3%
0%
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Ra te  ld Ra;e Description and LIOM Present Rates Proposed Rates
Increase

$ %

S0lar_BloclG_kWh_039371_1_1P
CI'€dit€d_Blocks_kwh039371_11p
Solar_Blocks_kWh_039371_2_1P
Credited_Blocks_kWh_039371_2_1P
PPFACCharge kph

$0.029371
40.029371
$0.0z9371
-$0.029371
$0.006820

$0,029371
-$0.029371
$0.029371
-$0.029371
$0.000000

$0.000000
$0.000000
$0.000000
$0.000000

N/M

0%
0%

0%
0%

N/M
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Rate ld Rate Description and_UOM Present Rates Proposed Rates
Increase

$ %

TE-LLP14 Large Light & Power
Basic Service Charge
Demand Charge
Summer kph
Winter kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$1,800.00
21.98
0.0032
0.0021

0.031611
0.028388
$0.006820

TAR1FF CLOSED
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TARIFF CLOSED
N/M N/M
N/M N/M
N/M N/M
N/M N/M
N/M N/M
N/M N/M
N/M N/M

TE-LLP90

400%
5%

18%
10%
46%

Large Power Service Time of Use
Basic Service Charge Per Month
Demand Summer On-Peak per kW
Demand Summer Off-Peak Excess Per kW
Demand Winter On-Peak Per kW
Demand Winter Off-Peak Excess Per kW
Summer On-Peak kph
Summer Off-Peak kph
Winter On-Peak kph
Winter Off-Peak kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
Base Power Winter Off-peak kph
PPFAC Charge kph

$2,000.00
$20.49
$12.49
$15.49
$9.99

$0.006900
$0.006500
$0.007500
$0.007100
$0.04556a
$0.023985
$0.029581
$0.024352
$0.006820

$10,000.00
$21.55
$14.69
$17.00
$14.58

$0.007000
$0.007000
$0.007000
$0.007000
$0.052350
$0.025760
$0.033550
$0.025660
$0.000000

$8,000.00
$1.06
$2.20
$1.51
$4.59

$0.000100
$0.000500
-$0.000500
-$0.000100
$0.006782
$0.001775
$0.003969
$0.001308

N/M

1%
8%
-7%

-1%
15%
7%
13%
5%
N/M

TE-138 Transmission Service Rate 138kV
Basic Service Charge Per Month
Demand Summer On-Peak per kW
Demand Summer Off-Peak Excess Per kW
Demand Winter On-Peak Per kW
Demand Winter Off-Peak Excess Per kW
Summer On-Peak kph
Summer Off-Peak kph
Winter On-Peak kph
Winter Off-Peak kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph
BasePower Winter Off-peak kph
PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$15,000.00
$19.72
$14.69
$17.00
$14.58

$0.007000
$0.007000
$0.007000
$0.007000
$0.051300
$0.024990
$0.032880
$0.024890
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE-P41&P47 P41 Traffic Signal 84 Street Lighting
Basic Service Charge Per Month
All Delivery kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$0.00
$0.047600
$0.035111
$0.031532
$0.006820

$0.00
$0.060112
$0.035691
$0.032608
$0.000000

$0.00
$0.012s12
$0.000580
$0.001076

N/M

0%
26%
2%
3%
N/M

IH
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833214 Rate Description and UOM Present Rates Proposed Rates
Increase

$ %

TE-P50 Lighting Service
TE-R51 + TE-R 1000H
TE-C52&52A 100UG

250TH
250UG
4-OOOH
400UG
55TH
55P
55UG
70UG
Pole

$8.19
$23.72
$12.29
$27.82
$18.70

$34.23
$8.19
$8.19

$23.72
$23.72
$2.86

$10.55

$30.55
$15.83
$33.86
$24.09
$41.66
$10.55
$10.55
$30.55
$30.55
$3.68

$2.36
$6.83
$3.54
$6.04

$5.39
$7.43
$2.36
$2.36
$6.83
$6.83
$0.82

29%

29%
29%
22%
29%
22%
29%
29%
29%
29%
29%

Base Power
1000H
100UG
250TH
250UG
4000H
400UG
55oH
55P
55UG
70UG

$1.34
$1.34
$3.36
$3.36
$5.38
$5.38
$0.85
$0.85
$0.85
$0.94

$1.36
$1.36
$3.42
$3.42
$5.47
$5.47
$0.86
$0.86
$0.86

$0.96

$0.02
$0.02
$0.06
$0.06
$0.09
$0.09
$0.01
$0.01
$0.01
$0.02

1 %
1 %
2%
2%
2%
2%
1 %
1 %
1 %

2%

IIIII l l
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REJ OINDER TESTIMONY OF

RICHARD D. BACHMEIER
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IN THE MATTER OF THE AP P LICATION OF
TUCS ON ELECTRIC P OWER COMP ANY FOR
THE ES TABLIS HMENT OF J US T AND
REAS ONABLE RATES  AND CHARGES
DES IGNED TO REALIZE A REAS ONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE P ROP ERTIES  OF TUCS ON ELECTRIC
P OWER COMP ANY DEVOTED TO ITS
OP ERATIONS  THROUGHOUT THE S TATE OF
ARIZONA AND FOR RELATED AP P ROVALS .
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1 1 . INTRODUCTION.

2

3

4

Q. Please state your name and business address.

My na m e  is  Richa rd D. Ba chm e ie r a nd m y bus ine s s  a ddre s s  is  88 Ea s t Broa dwa y Blvd.,

Tucson, Arizona  85701 .5

6

7

8

Q- By whom are you employed and what are your duties and responsibilities?

9

10

I a m  a  P rin c ip a l R a te  De s ig n e r fo r Tu c s o n  E le c tric  P o we r C o m p a n y ("TE P " o r th e

"Com pa ny"). My re s pons ibilitie s  include  de ve loping ra te s , cha rge s , a nd te rm s  of s e rvice

fo r TE P  a n d  UNS  E le c tric  ra te  o ffe rin g s ,  p e rfo n n in g  c o s t  o f s e rv ic e  a n a lys e s ,  a n d

providing ge ne ra l ra te  a nd pricing s upport for e xis ting a nd ne w progra ms .

Q. Did you file Rebuttal Testimony in this proceeding?13

14 Ye s .

Q- What issues do you address in your Rejoinder Testimony?

15

16

17

18

19

20

21

22

23

24

25

26

27

I am presenting the Company's proposed optional residential and small general service

("SGS") three-part demand rates and charges for its Rejoinder case. I also address the

testimony of Intervenor witnesses Lon Huber of the Residential Utility Consumer Office

("RUCO") and Brendon Baatz of Southwest Energy Efficiency Project ("SWEEP") and

Western Resource Advocates ("WRA") on the topics of utility fixed cost recovery and

inclining block rates. Finally, I specifically respond to the Surrebuttal Testimony of

SOLON Corporation ("SOLON") witness Mr. Seibel, in particular, to address his

comments related to my Rebuttal Testimony and TEP's proposed rate tariff applicability.

A.

A.

A.

A.

1



1

2

II. TEP'S REJ OINDER PROPOSALS FOR THE RESIDENTIAL AND SGS THREE-

PART RATE OPTIONS.

3

4

5

6

Q. Has  TEP changed any of its  propos als  for res idential and SGS three-part rates  for

Rejoinder?

7

8

9

10

1 2

1 3

1 4

Ye s . TEP  witne s s  Mr. J one s  is  s pons oring the  Compa ny's  Re joinde r propos a ls  for

res identia l and SGS three-part ra tes . The  Company is  proposing the  following changes  to

its  Re butta l pos ition:

Monthly Ba s ic S e rvice  Cha rge s  for thre e -pa rt ra te s  a re  $12.00 pe r month for

re s ide ntia l a nd $22.00 pe r month for S GS . The s e  cha rge s  a re  re duce d from

$15.00  a nd  $27 .00  for two-pa rt, non-TOU, re s ide n tia l a nd  S GS  s e rvice ,

re spe ctive ly.

Re vis e d e ne rgy a nd de ma nd cha rge s  a re  ba s e d on the  Compa ny's  re ve nue

requirement resulting from the  Se ttlement Agreement in this  proceeding.

Billing de ma nd is  to be  de fine d a s  the  ma ximum one -hour a ve ra ge  kW during

the  on-peak pe riods  a s  those  pe riods  a re  de fined in the  Company's  applicable

TOU ta riffs .

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

Q. Pleas e  des cribe  the  Company's  Re joinder propos a l for res identia l three-part ra tes .

In Re joinde r, the  Compa ny is  propos ing thre e -pa rt RES -D a nd RES  TOU-D ra te s  with

the  following e lements :

A monthly Basic Se rvice  Charge  of $12.00.

De ma n d  ch a rg e s  o f $ 8 .7 5 /kW fo r th e  firs t 7  kW o f b illin g  d e ma n d  a n d

$12 .50 /kW for a ll b illing  de ma nd  gre a te r tha n  7  kW with  b illing  de ma nd

de fine d a s  the  ma ximum one -hour a ve ra ge  kW during on-pe a k pe riods  in the

billing month.

An Ene rgy De live ry Cha rge  of 330.03174/kWh for a ll billing kph.

A.

A.

2



Average
Monthly

Usage

On  P e a k kW
Lo ad  Fac to r

Billin g  kW
Average Monthly Bill

RES RES-D Diffe re n c e

500 kph 23.7% 2.89 $63.85 $70.11 $6.26

900 kph 28.2% 4.37 $109.24 $109.30 $0.06

1,200 kph 30.7% 5.35 $143.29 $137.57 ($5.72)
1,500 kph 32.8% 6.26 $177.34 $165.23 ($12,11)

1

2

3

4

All othe r cha rge s  e qua l to thos e  in the  Com pa ny's  e quiva le nt two-pa rt ta riff for

RES  a nd RES -TOU s e rvice .

Q. Have you performed any bill comparison analyses for the three-part residential

rates the Company is proposing in Rejoinder?5

6

7

8

9

10

Ye s , I a m providing re s ide ntia l bill compa ris ons  for full re quire me nts  cus tome rs  a t 45

us a ge  le ve ls  from 100 kph to 4,500 kph pe r month a nd for e ve ry one  of the  16,962

obse rva tions  in the  re s ide ntia l loa d profile  sa mple  de scribe d in my Re butta l te s timony.l

In a ddition, the  ta ble  be low summa rize s  bill impa cts , e xcluding misce lla ne ous  cha rge s

and taxes , for full-requirements  re s identia l cus tomers  us ing 500, 900, 1,200, and 1,500

kph pe r month unde r the  Compa ny's  propose d re s ide ntia l two-pa rt RES  a nd thre e -pa rt

RES -D.

1 1

1 2

13

1 4

Q- Please describe the Company's Rejoinder proposal for SGS three-part rates.

15

16

17

18

19

20

21

22

23

24

25

26

27

In Re joinde r,  the  Com pa ny is  propos ing thre e -pa rt ba s ic  S GS  a nd S GS  TOU ra te s  with

the  following e le m e nts :

A monthly Ba s ic  S e rvice  Cha rge  of $22.00.

De m a n d  c h a rg e s  o f $ 9 . 9 5 /kW  fo r  t h e  fir s t  7  kW  o f b illin g  d e m a n d  a n d

$ 1 3 . 5 0 /kW  fo r  a ll b illin g  d e m a n d  g re a te r  th a n  7  kW  with  b illin g  d e m a n d

1 S ee  "2015 TEP  RES  Dem  Ra te_rj-FINAL.xls x" s ubm itte d  with  Com pa ny's  Re jo inde r workpa pe rs .  The
origina l s a m ple  us ed for Rebutta l ha d 16,963 obs e rva tions , but one  obs e rva tion wa s  e lim ina ted a fte r
cha nging the  TOU pe riods .

3
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Averag e
Mo n th ly

Us age

On Peak kW
Load Factor

Billing kW
Average Monthly Bill

SGS SGS-D Diffe ren ce

300 kph 27.5% 1.49 $59.55 $64.41 $4.86
1,200 kph 37.6% 4.38 $170.11 $175.92 $5.81
2,400 kph 43.9% 7.49 $322.44 $318.94 ($3.50)
5,000 kph 51.7% 13.24 $652.49 $635.63 ($16.86)

1

2

de fine d a s  the  ma ximum one -hour a ve ra ge  kW during on-pe a k pe riods  in  the

b illing  month .

E ne rgy De live ry Cha rge s  o f 230 .06389 /kWh fo r a ll s umme r b illing  kph  a nd

$0 .05389/kWh for a ll win te r b illing  kph .

All othe r cha rge s  e qua l to thos e  in the  Compa ny's  e quiva le nt two-pa rt ta riff for

S GS  a nd S GS -TOU s e rvice .

3

4

5

6

7

8

9

10

11

12

Q . Has TEP performed any bill comparison analyses for the three-part SGS rates the

Company is proposing in Rejoinder?

13

14

15

16

17

Ye s , I a m providing bill compa ris ons  for full re quire me nts  S GS  cus tome rs  a t 53 us a ge

le v e ls  fro m  1 5 0  kp h  to  2 0 , 0 0 0  kp h  p e r  m o n th  a n d  fo r  e v e ry o n e  o f th e  5 , 6 9 1

obs e rva tions  in  the  S GS  loa d  p ro file  s a mple .2  In  a dd ition ,  the  ta b le  be low p re s e n ts

monthly bill compa ris ons , e xcluding mis ce lla ne ous  cha rge s  a nd ta xe s , for S GS  cus tome rs

us ing 300, 1,200, 2,400, a nd 5,000 kph pe r month.

18

19

20

2 1

22

23

24

25

26

27
2 See "2015 TEP SGS Dem Rate_rj-FINAL.xlsx" submitted with Company's  Re joinder workpapers .

4

A.



1 111.

2

3 Q.

4

5

In their Direct and/or Surrebuttal testimonies, some parties to this proceeding

express variations of the concept that utility regulation should be used to replicate,

or serve as a substitute for, a competitive market.3 Do you agree?

6

7

8

9

10

11

1 2

1 3

Ye s , but I be lie ve  tha t s ome  inte rve ne rs  ha ve  s tre tche d this  pos ition be yond its

applicability. Utility ra te  regula tion was  origina lly conceived as  method of s e tting ra tes  in

a market characterized by a natural monopoly to be more cons is tent with those that would

result in a  competitive  market. In economic theory, a  market characterized by monopoly

will yie ld, in e quilibrium, a  lowe r le ve l of output a nd highe r price  tha n would re s ult

unde r pe rfe ct compe tition. The  inte nt of re gula tion is  to a s s ure  tha t the  monopolis t's

output a nd price  a re  more  cons is te nt with the  re s ults  unde r a  compe titive  ma rke t

equilibrium. In fact, Bonbright s ta tes  the  following:

14

15

16

17

18

19

20

21

22

Regula tion, it is  s a id, is  a  s ubs titute  for compe tition. Hence  its  objective

s hould be  to compe l a  re gula te d e nte rpris e , de s pite  its  pos s e s s ion of

comple te  or partia l monopoly, to charge  ra tes  approximating those  which

it would charge  if free  from regula tion but s ubject to the  marke t forces  of

compe tition. In s hort, re gula tion s hould be  not only a  s ubs titute  for

competition, but a  close ly imita tive  subs titute .

This  is  a  mos t intriguing propos ition in view of the  contention, familia r to

economis ts , that competitive prices  are optimum prices .4

23

24

25

26

27

3 See RUCO Direct Testimony of Lon Huber ("Huber"), 9: 1-11, SOLON Direct Testimony of Brian Seibel
("Seibel"), 8:9-11, SWEEP/WRA Direct Testimony of Brendon Baatz ("Baatz"), 6:18-19, and Huber
Surrebuttal, 29:4-16.
4 Bonbright, James C. (1961),Princqrles of Public Utility Rates,pp. 93-94.
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1

2

3

4

5

Bonbright continue s  a long the se  line s  by a sking which s ta nda rd of compe tition should

a pply. Is  it the  e conomic mode l of "pe rfe ct compe tition" or s ome  notion of mixe d or

"worka ble " compe tition typica l of ma ny indus trie s '? 5 Re ga rdle s s  of which s ta nda rd of

compe tition Bonbright is  cons ide ring, it is  obvious  tha t he  is  addre ss ing only the  leve l of

ra tes  of the  regula ted utility tha t should emula te  the  competitive  outcome.

6

7 Q.

8

How do the parties you cited use the concept that utility regulation should serve as a

substitute for a competitive market?

9

10

12

13

RUCO witness  Huber and SWEEP/WRA witness  Baa tz use  this  concept to a rgue  aga inst

incre a s ing fixe d cha rge s  in ge ne ra l a nd, in pa rticula r, the  Compa ny's  propos e d Ba s ic

S e rvice  Cha rge . Both Mr. Hube r a nd Mr. Ba a tz cite  e xa mple s  of pricing s tructure s  in

compe titive  indus trie s  with s ignificant fixed cos ts  but no, or negligible , fixed cha rges  for

recovering these  fixed costs .

14

15 Q. Wha t e xa mple s  do  Mr. Hube r a nd  Mr. Bla tz c ite ?

16

17

18

19

Mr. Hube r give s  a s  a n e xa mple  the  fa ct tha t ga soline  is  price d on a  volume tric ba s is  ($

per ga llon) despite  the  fact tha t there  a re  many fixed costs  associa ted with its  production.6

Mr. Baa tz cite s  gasoline , hote l rooms, and groce rie s  a s  examples  of products  sold under

volumetric prices  a lthough the  producers  of these  products  have  s ignificant fixed costs .7

20

21 Q-

22

Do you have any thoughts on these Interveners' use of pricing practices

competitive industries to justify opposition to certain rate elements in this case?

23

24

25

Yes . Firs t, I be lieve  Mr. Hube r and Mr. Baa tz engage  in some  che rry-picking in the ir use

of pricing s tructure s  in unre gula te d a nd/or compe titive  ma rke ts  to oppose  ce rta in utility

ra te  e le me nts . While  Mr. Hube r a nd  Mr. Ba a tz  us e  th is  conce pt to  a rgue  a ga ins t

26

27
5 Bonbright, p. 96.
6 Huber Direct, 9: 16-20 and Huber Surrebuttal, 29:8-12.
7 Blatz Surrebuttal, 6:15 through 723.
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1

2

3

4

5

6

7

8

incre a s ing fixe d cha rge s  be ca use  the y don't s e e  s imila r pricing in compe titive  ma rke ts ,

the y ha ve  no proble m a dvoca ting for othe r utility pricing sche me s  tha t a re  ve ry ra re  or

none xis te nt in compe titive  ma rke ts . The  mos t gla ring e xa mple  of this  is  the ir continue d

s upport for inclin ing block ra te s  in  the  re s ide ntia l a nd s ma ll comme rcia l cus tome r

cla sse s . Both Mr. Hube rt and Mr. Baa tz9 oppose  the  Company's  proposa l to reduce  the

number of re s identia l cla ss  tie rs  from the  current four to two, but I cha llenge  them to find

s imila r pricing s che me s  in compe titive  or unre gula te d ma rke ts . In fa ct, in compe titive

marke ts  one  is  much more  like ly to find quantity discounts  than quantity surcharges .

9

1 0

11

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

S e cond, the  e xa mple s  the  Inte rve ne rs  cite  a s  s imila r to the  production a nd de live ry of

e le ctricity ha ve  se rious  fla ws . The  production of ga soline  a nd food, a nd the  provis ion of

hote l lodging do ha ve  s ignifica nt fixe d cos ts . Howe ve r, the  provis ion of the se  goods  is

nothing like  how a  utility produce s  a nd de live rs  e le ctricity. The  mos t obvious  diffe re nce

is  the  a va ila bility of s tora ge . Unlike  ga s oline  a nd, to a  la rge  e xte nt, food, e le ctricity

ca nnot be  s tore d. Tha t is  wha t ma ke s  the  ma rke t price  of e le ctricity a mong the  mos t

his torica lly vola tile  of a ll commoditie s . A se lle r of ga soline  doe s  not re quire  tha t re fine ry

capacity be  ava ilable  to se rve  the  ins tantaneous  demand for the  product. He  or she  can

s imply ha ve  the  unde rground ta nks  fille d whe n ne ce s s a ry a nd s e ll the  product from

s tora ge . Like wise , the  groce r doe s  not re quire  tha t food growe rs  or supplie rs  ha ve  the

ability to change  output due  to changes  in demand in rea l time  and it would be  impossible

to  do s o . Howe ve r, a n  e le ctric  u tility mus t ha ve  re s e rve s  re a dy to  re s pond to  a ny

ins ta nta ne ous  cha nge s  in de ma nd. The re fore , the  utility mus t ha ve  s ufficie nt fixe d

production capacity plus  rese rves , whe ther it be  from own genera tion resources  or power

purchases, to serve the maximum instantaneous demand on the system.

25

26

27 8 Huber Direct, 4:17-18 and 6:15.
9 Blatz Direct, 4:5-11.
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4

5

6

7

8

9

1 0

11

1 2

Anothe r ma jor diffe re nce  be twe e n the  e xa mple s  cite d a nd the  provis ion of e le ctricity,

when combined with the  s torage  issue , surrounds the  obliga tion to se rve . Most of us  have

been turned away from a  hote l when seeking a  room or have  driven up to gasoline  pumps

only to find plas tic bags  on the  handles . One 's  only recourse  in these  s itua tions  is  to seek

anothe r supplie r and it is  like ly tha t the re  will be  few nega tive  consequences  for the  hote l

with no va ca ncie s  or the  ga s  s ta tion tha t ha s  run out of s upply. Howe ve r, the  e le ctric

utility ha s  the  obliga tion to  s e rve  a ny cus tome r in  its  s e rvice  a re a  a t a ny time  a nd,

combined with the  lack of a  s torage  option, must have  sufficient capacity plus  rese rves  to

s e rve  the  ins ta nta ne ous  de ma nd of a ll cus tome rs . The  othe r indus trie s  cite d by the

Inte rve ne rs  s imply do not re quire  the  le ve l of ca pita l inve s tme nt, a nd the re fore  fixe d

cos ts , re la tive  to the  ins ta nta ne ous  de ma nd for its  product tha t is  re quire d of e le ctric

utilitie s . They can re ly on s torage , or if tha t is  not sufficient, tum cus tomers  away.

13

1 4

1 5

1 6

1 7

Fina lly, the re  a re  ma ny e xa mple s  of firms  in ve ry ca pita l inte ns ive  indus trie s  s uch a s

ce llula r and inte rne t se rvice  provide rs  and renta l ca r companies  tha t once  used primarily

volume tric pricing on a  pe r minute  or pe r mile  ba s is  with low fixe d fe e s  a nd ha ve  s ince

moved to predominantly fixed charges  for be tte r cos t recovery.

1 8

1 9 Q.

20

2 1

2 2

In his Direct Testimony, Mr. Blatz takes the position that because economic theory

views all costs as variable in the long run and "if we were to use the principles

associated with long run marginal cost pricing to design rates, the basic service

charges should be near zero."l0 Do you agree?

23

24

25

26

No. Mr. Ba a tz ma ke s  a  critica l e rror in  his  e xpla na tion of the  role  of the  long run in

economic theory. Just because  economic theory views a ll costs  as  variable  in the  long run

does  not make  them "near ze ro." It does  mean tha t finns  may substitute  among factors  of

production in the  long run whereas  a t lea s t one  factor is  fixed in the  short run. A firm s till

27

10 Ba a tz Direct, I 1 :l6-18.
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1

2

3

ha s  to ma ke  the  ne ce ssa ry ca pita l inve s tme nt to produce  the  ne ce ssa ry output to me e t

cus tomer needs . Assuming the  Finn has  cus tomers  who demand the  firm's  output in the

future , thos e  inve s tme nts  a re  s till ne ce s s a ry howe ve r the y a re  ma de . The y don't jus t

4 disappear.

5

6

7

8

9

1 0

11

1 2
. 11te mtory."

1 3

1 4

1 5

Furthe rmore , if we  ta ke  Mr. Ba a tz 's  a rgume nt to  its  logica l conclus ion the n a  cos t

jus tifica tion for inclining block ra te s  ca nnot be  ma de . The  jus tifica tion Mr. Bla tz give s  in

support of keeping TEP 's  four inclining block re s identia l ra te  tie rs  is  tha t e limina ting any

of the  highe r tie rs  will increase  consumption by TEP cus tomers  and this  "increased leve l

of cons umption will e ve ntua lly re quire  TEP  to inve s t in cos tly infra s tructure  to s e rve

growing loa d, the re by incre a s ing fixe d cos ts  for a ll ra te pa ye rs  in  the  TEP  s e rvice

Obvious ly, the se  incre a se d fixe d cos ts  cite d by Mr. Ba a tz a re  long run, a nd

ma rgina l, in na ture  a nd he  ma ke s  no a s se rtion he re  tha t the y a re  "ne a r ze ro." Inclining

block ra te s  ca nnot be  jus tifie d from a  cos t pe rs pe ctive  without re cours e  to long run

margina l cos ts  and Mr. Baa tz contradicts  himse lf on his  ea rlie r point.

1 6

1 7 Q- Is the utility industry currently addressing the future use of inclining block rate

structures?1 8

1 9

20

2 1

22 1,

23

Ye s . The  utility indus try is  re cognizing tha t inclining block ra te  s tructure s  ha ve  move d

be yond a ny ba s is  in cos t. For e xa mple , on J uly 3, 2015, the  Ca lifornia  P ublic Utility

Commis s ion ("CP UC") una nimous ly a pprove d a  De cis ion on Re s ide ntia l Ra te  Re born

tha t would move  ra te s  from four to two tie rs  with a  25 pe rce nt diffe re ntia l by Ja nua ry

2019.12 P re s ide nt of the  CP UC, Micha e l P icke r, s a id in  a  s ta te me nt re ga rding the

De cis ion tha t:24

25

26

27

11 Baatz Direct, 21 :3-8.
12 CPUC Rulemaking 12-6-013, Decision on Residential Rate Reform for Pacific Gas and Electric
Company, Southern California Edison Company, and San Diego Gas & Electric Company and Transition
to Time-of-Use Rates, July 3, 2015.
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2

3

4

The  world  ha s  cha nge d  s ince  2001, whe n ra te s  we re  froze n  by the

Le gis la ture . Ove r time , with the  lowe r tie r ra te s  be ing froze n, the  five -

tie red ra te  s tructure  departed increasingly from any cost basis  and imposed

e ve r gre a te r ine quitie s  on la rge -fa mily house holds  tha t we re  pushe d into

highe r tie rs  in hot clima te  zone s . Our de cis ion he lps  a lign ra te s  with the

a ctua l cos t of se rvice . It a lso builds  a  more  nimble  ra te  s tructure  to a llow

us  to  a dd more  a nd more  re ne wa ble s  to  the  grid , a nd to  e ncoura ge

customers to use  energy when we have excess renewables and to cut back

during peak periods.13

5

6

7

8

9

1 0

11 Iv. RESPONSE TO SOLON SURREBUTTAL.

Q. In his Surrebuttal testimony, SOLON witness Mr. Seibel states that you spent

approximately thirteen pages in your Rebuttal Testimony describing how the

Company "began with a representative sample of actual ratepayer data then

reduced and/or modified them to a much smaller sample."14 Please comment.

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A. I am a bit confused by Mr. Seibel's statement. In the development and analyses of three-

part rates for TEP's residential and Small General Service ("SGS") customers, the

Company used statistically significant random samples of nearly 17,000 TEP residential

customers and over 5,500 small commercial customers and at no time did the Company

reduce and/or modify "actual ratepayer data into a much smaller sample." As I detailed in

my Rebuttal, the Company used all of the residential and SGS sample observations to

calculate and design the proposed three-part rates. The Company then grouped the

sample data into typical customer profiles based on similar load characteristics to

examine the three-part rate impacts. In my Rebuttal, I pointed to the fact that the

13 CPUC Press Release, "CPUC Creates New Electricity Rate Design Structure That Reflects Actual Costs
and Supports Renewables," July 3, 2015.
14 Seibel Surrebuttal, 2:19-23 _
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11

1 2

13

1 4

1 5

Compa ny ca lcula te d a nd pre s e nte d bill compa ris ons  unde r thre e -pa rt ra te s  for 45

re s identia l and 53 SGS cus tomer usage  profile s  in addition to those  typica lly provided in

a  ra te  application.15 The groupings that the  Company used in these  analyses did not result

in  "a  much  s ma lle r s a mple " a s  Mr. S e ibe l s ta te s .  The  g roup ings  s umma rize  the

information from the  origina l cus tomer samples , but the  sample  s izes  remain unchanged.

Granted, the re  a re  fewer groupings  than sample  obse rva tions , but the  groupings  do not

cons titute  a  s a mple , le t a lone  a  much s ma lle r one . The y re pre s e nt a  dis tilla tion of the

informa tion conta ine d in the  origina l s a mple s . Mr. S e ibe l's  s ta te me nt implie s  tha t the

Compa ny e limina te d obse rva tions  from the  origina l sa mple , or modifie d it in some  wa y,

to crea te  a  "much sma lle r sample ," which is  s imply not true .

Fina lly, the  Exce l file s  submitte d by the  Compa ny in Re butta ls  provide  a ve ra ge  monthly

bill compa ris ons  unde r the  propos e d re s ide ntia l a nd S GS  thre e -pa rt ra te s  for e ve ry

cus tome r obse rva tion in the  origina l sa mple s . Also, monthly bills  a re  ca lcula te d for e ve ry

cus tomer in the  origina l sample s  so the  file s  conta in a ll of the  informa tion needed for any

inte res ted party to ana lyze  monthly bill impacts  for any customer in the  samples .

1 6

1 7 Q.

1 8

1 9

Mr. Seibel states that you did not indicate in your Rebuttal that any of his

"numerical calculations presented in reference to MGS rates, LGS rates, or ratchets

were incorrect."l7 Please comment.

20

2 1

2 2

23

24

I did not a ttempt to eva lua te  whe the r Mr. Se ibe l's  re fe renced numerica l ca lcula tions  we re

correct because  Mr. Se ibe l's  entire  approach to his  ana lys is  was  wrong and the  "numerica l

ca lcula tions " a re  the re fore  irre le va nt. Mr. S e ibe l a tte mpte d to qua ntify the  e le ctric bill

reductions  for a  sample  of MGS and/or LGS cus tomers  due  to e limina tion of the ir demand

ra tche ts . Howe ve r, Mr. S e ibe l fa ile d to cons ide r tha t e limina tion of the  ra tche t, a ll e ls e

25

26

27

15 Rebuttal Testimony of Richard Bachmeier ("Bachmeier"), 18:7-15 and 21 :8-14.
16 See "20l5 TEP RES Dem Rate Rev_rb~FINAL.xlsx" and "2015 TEP SGS Dem Rate Rev_rb-
FINAL.xlsx" submitted with Company's Rebuttal workpapers.
17 Seibel Surrebuttal, 3:2-3 .
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1 equa l, would reduce  billing de te rminants  and re sult in a  shortfa ll of the  revenues  a lloca ted

to the  re le va nt cus tome r cla s s . As  a  re sult, the  ra te s  would ne e d to be  re ca lcula te d, a nd

most like ly increased, to recover the  assigned class revenues in the  absence  of the  ra tchet. I

d id  e xa mine  Mr. S e ibe l's  workpa pe rs  tha t we re  tile d  with  h is  Dire ct Te s timony a nd

de te rmined tha t he  indeed used the  same ra tes  to compare  customer bills  with and without

the  ra tche t a nd did not ta ke  into cons ide ra tion ra te  cha nge s  re la te d to re duce d billing

de te rmina nts . To ve rify whe the r Mr. Se ibe l corre ctly a nd a ccura te ly ca lcula te d the  wrong

thing is  a  fooTs e rrand.

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

Q- On pages 3 through 14 of his Surrebuttal Mr. Seibel presents many TEP customer

bill comparisons to support his position that TEP's SGS, MGS, and LGS rate tariffs

should have no applicability restrictions and that customers should be able to

choose the rate plan most economically advantageous to them. Did you review Mr.

Seibel's bill comparisons?

15

16

17

18

19

20

21

22

23

24

25

26

27

Ye s , I re vie we d the  bill compa ris ons  pre s e nte d in Mr. S e ibe l's  te s timony. Howe ve r,

SOLON has  not ye t submitted workpape rs  (de spite  be ing a sked) and Mr. Se ibe l did not

provide  billing de te nnina nts  in his  te s timony to che ck his  bill ca lcula tions . I the re fore

ca nnot give  a n opinion on the  a ccura cy of Mr. S e ibe l's  bill ca lcula tions . Tha t s a id, the

Company could not replica te  a  bill impact anywhere  nea r 92% for any e lementa ry school

in TEP's  service  a rea  because  of a  move from the  SGS ra te  class  to LGS as presented by

Mr. Se ibe l for Elementa ry School #1 on page  6 of his  Surrebutta l. The  Company did not

a ttempt to eva lua te  any othe r of Mr. Se ibe l's  ca lcula tions  because  without workpapers  or

billing de te rminants  it is  imposs ible  to ve rify any of the  bill impacts  in his  te s timony.

Also, on page  3 of his  Surrebutta l, Mr. Se ibe l indica tes  tha t SGS or MGS cus tomers  who

e xpe rie nce  15 minute s  of de ma nd ove r 250 kW in the  pa s t 12 months  will be  move d to

LGS . Howe ve r, the  Compa ny cha nge d the  MGS  uppe r limit from 250 kW to 300 kW in

A.

1 2



l

2

3

4

5

6

7

8

its  Re butta l.18  Mr. S e ibe l's  ove rs ight of th is  cha nge  ca lls  in to  que s tion a ny of h is

ca lcula tions  with re spe ct to curre nt SGS  cus tome rs  who fa ll into the  250 kW to 300 kW

range . On pages  6 through 9 and ll through 12 of his  Surrebutta l, Mr. Se ibe l presents  bill

impa cts  for five  s chools , a  he a lth  ca re  fa cility, a nd a  church  purporte dly s howing

significant impacts  for those  customers  if they a re  shifted from the  proposed SGS ta riff to

LGS . Unfortuna te ly, without b illing  de te rmina nts  or workpa pe rs  it is  impos s ib le  to

de te rmine  how a ny of Mr. S e ibe l's  e xa mple s  would be  a ffe cte d a fte r the  Compa ny's

change  in the  MGS uppe r limit.

9

1 0

11

1 2

13
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1 7

1 8

1 9

20

Fina lly, without e va lua ting the  a ccura cy of Mr. S e ibe l's  bill impa cts , I be lie ve  he  ma ke s

the  same  e rror tha t I pointed out in my Rebutta l Tes timony rega rding his  ana lys is  of the

Compa ny's  de ma nd ra tche ts . S pe cifica lly, Mr. S e ibe l ta ke s  a  s ta tic  a pproa ch to  a

dyna mic is sue . If a ny cus tome r in Mr. S e ibe l's  e xa mple s  choose s  a  ra te  pla n in a  ra te

cla s s  othe r tha n the  one  to which tha t cus tome r wa s  a s s igne d in the  cos t a lloca tion

process , billing de te rminants  and cos ts  a lloca ted among ra te  cla sses  will change . In fact,

if the  Compa ny we re  not pe nnitte d to a s s ign ta riff a pplica bility a s  propose d, the  cos t of

se rvice  s tudy would like ly need to be  re run with diffe rent billing de te rminants  a ss igned to

the  ra te  classes . As a  result, ra tes  among ra te  classes  will change . Because  the re  a re  no

workpa pe rs  or ca lcula tions  to re vie w, I ca nnot de te rmine  whe the r Mr. S e ibe l took this

into account. Because  he  did not mention the  issue  in his  te s timony I a ssume  tha t he  did

2 1 not.

22

23 Q. Do you have any other thoughts on Mr. Seibel's position that commercial customers

should be able to choose their own rate tariff?24

25

26

Ye s . The  utility cos t a lloca tion proce s s  a s s ume s  tha t, give n cus tome r cha ra cte ris tics ,

certa in customers  will take  se rvice  in ra te  classes  tha t correspond to those  characte ris tics .

27

A.

18 Rebuttal Testimony of TEP Witness Craig Jones, 13:7-8.
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7

8

If cus tome rs  we re  a llowe d to migra te  a mong ra te  cla s se s  without a ny re s trictions , you

would like ly see  low load factor cus tomers , regardless  of s ize , migra ting to the  SGS class

be ca use  the  MGS  a nd LGS  cus tome rs  ha ve  de ma nd cha rge s . Be ca use  the  lowe r loa d

fa ctor cus tome rs  migra te  to  the  S GS  cla s s  to  re duce  the ir b ills , the  Compa ny will

e xpe rie nce  a  re ve nue  re cove ry shortfa ll tha t would e s se ntia lly be  built into the  sys te m.

Granted, this  can be  mitiga ted to some  extent by more  frequent ra te  cases  but tha t does

nothing for the  utility's  re ve nue  los s  be twe e n ra te  ca s e s  a nd it is  unlike ly to  be  a n

economica lly e fficient outcome .

9
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2 1

2 2

23

24

25

Mr. Se ibe l goe s  to gre a t le ngths  in both his  Dire ct a nd Surre butta l te s timonie s  to a rgue

tha t the  Compa ny's  p ropos a ls  will ha ve  "un in te nde d  cons e que nce s " fo r ce rta in

cus tome rs . The re  is  no que s tion tha t cus tome rs  with lowe r loa d fa ctors  will not fa re  a s

well under a  demand ra te  s tructure  as  customers with higher load factors . There  is  a lso no

que s tion tha t, from a  unit cos t pe rs pe ctive , lowe r loa d fa ctor cus tome rs  cos t more  to

se rve . Furthe rmore , the re  is  no ques tion tha t higher load factors  benefit the  utility sys tem

as a  whole  and should be  encouraged. Rates  a re  designed to recover costs  and minimize

the  impa cts  on cus tome rs  with "typica l" us a ge  cha ra cte ris tics . While  the  Compa ny is

committed to a ss is t cus tomers  who may be  inordina te ly impacted by its  proposa ls , ra te s

ca nnot be  optima lly de s igne d for e ve ry cus tome r or e ve ry loa d profile . If a  lowe r loa d

fa ctor cus tome r we re  a llowe d to  migra te  from a  ra te  c la s s  with  s imila rly s itua te d

cus tomers  and a  demand cha rge  to a  cla ss  without a  demand cha rge  s imply to lower its

bill, the  incentive  to improve  the  cus tomer's  load factor would disappea r and highe r load

fa ctor cus tome rs  would be  s ubs idizing the  le s s  e fficie nt cus tome rs , a n outcome  Mr.

Se ibe l seems  to favor. I would be  curious  to see  wha t some  of TEP 's  highe r load factor

MGS and LGS cus tomers  think of Mr. Se ibe l's  proposa l.

26

27
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The  table  on page  10 of Mr. Se ibe l's  Surrebutta l presents  a  clea r indica tion of the  current

subs idiza tion within the  SGS cla ss . He  s ta te s  tha t "of the  32 ra tepaye rs , 20 (63%) would

be  assigned to a  ra te  plan tha t is  more  expensive  to the  ra tepayer."19 He fa ils  to note  tha t

ba sed on his  table  37% (12 of 32) of the  cus tomers  pre sented a s  migra ting to the  MGS

ta riff would  s e e  h ighe r b ills  if the y s ta ye d  on  the  propos e d  S GS  ta riff. Mr. S e ibe l

represents  the  bill changes  for these  cus tomers  a s  "$0" in the  table , but they a re  actua lly

s a vin g  o n  th e ir mo n th ly b ills  b y b e in g  mo ve d  to  th e  MG S  c la s s .  If o n e  wa s  to

cha ra cte rize  the  bill impa cts  more  pre cis e ly ba se d on this  ta ble , a pproxima te ly 37% of

cus tomers  will see  a  lower bill, 37% will see  a  nomina l increase  of le ss  than 2%, and the

1 0 remainder, approximate ly one-quarte r of the  group, wit] see  a  bill increase  commensura te

with the ir highe r cos t of se rvice .

1 2

1 3

1 4
7920
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1 6
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1 8

1 9

20

Fina lly, in  h is  Dire ct Te s timony, Mr. S e ibe l a tta cke d the  Compa ny's  propos a ls  a s

"unprecedented It is  ha rdly unpre ce de nte d to  ha ve  pa ra me te rs  s urrounding the

a pplica bility of u tility ra te  ta riffs . In  fa ct, a ll inve s tor-owne d a nd mos t coope ra tive

utilitie s  in Arizona  othe r tha n TEP  ha ve  a pplica bility re quire me nts  for comme rcia l a nd

indus tria l ra te  ta riffs  s imila r to those  the  Compa ny is  propos ing. 21 TEP  is  curre ntly the

o u tlie r o n  th is  is s u e . Mr. S e ib e l's  re fe re n c e  to  th e  Co mp a n y's  p ro p o s a l a s

"unpre ce de nte d" brings  to mind the  words  of Inigo Montoya  in the  movie The  Princess

Bride , "You keep us ing tha t word. I do not think it means  wha t you think it means ."

2 1

2 2

23

24

25

26

27
19 Seibel Surrebuttal, l0:2-3 .
20 Seibel Direct, 2716, 4118, 51:8-9, 60:8-9, 70:2-3, and 78:3-4.
21 See Exhibit RDB-RJ-l for examples.
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Q. Mr. Seibel states that, while you indicated in your Rebuttal that it only takes one

counter example to refute  Mr. Seibel's statement that demand ratchets

disincentivive all DG, EE, and storage, he did not see any listed in your testimony."

Do you have a counter example?

3

4

5

6

7

8

9

10

11

12

13

Ye s . In my Re butta l, I point out tha t TEP 's  LGS  a nd LP S  (forme rly LLP ) ra te  ta riffs  ha ve

demand charges and a t the  time Rebutta l was filed, 5 of the  15 customers  taking service  on

TEP  LPS  ra te  ta riffs  a nd 41 of the  561 cus tome rs  ta king se rvice  on TEP  LGS ra te  ta riffs

had insta lled DG systems and are  subscribed to the  Company's  Net Metering Rider R-4.23 I

should add tha t the  Company's  current LGS and LPS ra te  ta riffs  a lso have  demand ra tchets

a t the  75% leve l. Obvious ly, the se  demand ra tche ts  did not se rve  a s  a  dis incentive  to the

ins ta lla tion of DG sys tems for the  5 TEP LPS cus tomers  and 41 TEP LGS cus tomers  who

are  a lso currently TEP NEM customers .

Q- Does this conclude your testimony?14

15

16

17

18

19

20

21

22

23

24

25

26

27

Ye s .

22 Seibel Surrebuttal, 16:3-4.
23 Bachmeier Rebuttal, 51: 7-9.

A.

A.
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Exhib it RDB-RJ - 1
P age  1

Gaps RATE S CHEDULE E-32 XS
EXTRA S MALL GENERAL S ERVICE (0 kW _ 20 kw)

AVAILABILITY

This rate schedule is available in all territory served by the Company at all points where facilities of adequate
capacity and the required phase and suitable voltage are adjacent to the sites served.

AP P LICATION

This rate schedule is applicable to all S tandard Offer and Direct Access customers whose Average Monthly
Maximum Demand is 20 kW per month or less.

The Company initially will place the Customer on the applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L
based on the Average Monthly Maximum Demand, as determined by the Company.

The Customer will be billed on Schedule E-32 S or E-32 XS depending on the Monthly Maximum Demand for each
billing cycle.

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an
individual customer contract.

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for
Standard Offer and Direct Access Services.

This schedule is not applicable to breakdown, standby, supplemental, residential or resale service.

TYP E OF S ERVICE

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase
service is not furnished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at
secondary voltage or primary voltage when the customer owns the distribution transformer(s).

RATES

The bill shall be computed at the following rates, plus any adjustments incorporated in this rate schedule:

Bundled Standard Offer Service

Basic Service Charge:

For service through Self-Contained Meters:
For service through Instrument-Rated Meters:
For service at P rimary Voltage:

$
$
s

0.672
1.324
3.415

per day, or
per day, or
per day

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumoio
Title: Manager, Regulation and Pricing
Original Effective Date: January 1, 2010

A.C.C. No. 5812
Canceling A.CC. No. 5732

Rate Schedule E-32 XS
Revision No. l

Effective: July l, 2012
Page 1 o f 5



Exhib it RDB-RJ - 1

P a ge  2

Q ops RATE S CHEDULE E-32 S
S MALL GENERAL S ERVICE (21 kW .- 100 kw)

AVAILABILITY

This rate schedule is available in all territory served by the Company at all points where facilities of adequate
capacity and the required phase and suitable voltage are adjacent to the sites served.

A_;>p_L1cAT1on

This  ra te  schedule  is  applicable  to a ll S tandard Offe r and Direct Access  cus tomers  whose  Average  Monthly
Maximum Demand is  grea ter than 20 kW and less  than or equal to 100 kW per month.

The Company will place the Customer on the Applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L based
on the Average Monthly Maximum Demand, as determined by the Company each year. Such placement will occur
in the February billing cycle following the annual determination. The Company may also place the Customer on the
Applicable Rate Schedule during the year, if the Customer has experienced a significant and permanent change in
load as determined by the Company. Such placement wit] be based on available information.

The  Cus tomer will be  billed on Schedule  E-32 S  or E-32 XS depending on the  Monthly Maximum Demand for each
billing cycle .

Service  must be  supplied a t one  point of de livery and measured through one  meter unless  otherwise  specified by an
individua l cus tomer contract,

Rate  se lection is  subject to paragraphs  3.2 through 3.5 of the  Company's  Schedule  1, Terms and Conditions  for
Standard Offer and Direct Access  Services . This  schedule  is  not applicable  to breakdown, s tandby, supplementa l,
res identia l or resa le  se rvice .

TYPE OF SERVICE

The type  of service  provided under this  schedule  will be  s ingle  or three  phase , 60 Hertz, a t one  s tandard voltage  as
may be  se lected by cus tomer subject to ava ilability a t the  cus tomer's  s ite . Three  phase  service  is  furnished under the
Company's  Schedule  3 (Conditions  Governing Extens ions  of Electric Dis tribution Lines  and Services ). Three  phase
se rvice  is  not furnished for motors  of an individua l ra ted capacity of le s s  than 7-1/2 HP, except for exis ting facilitie s
or where  tota l aggregate  HP of a ll connected three  phase  motors  exceeds  12 HP. Three  phase  service  is  required for
motors  of an individua l ra ted capacity of more  than 7-1/2 HP. Se rvice  under this  schedule  is  genera lly provided a t
secondary voltage  or primary voltage  when the  cus tomer owns  the  dis tribution transformer(s ) .

RATES

The bill shall be computed at the following rates, plus any adjustments incorporated in this rate schedule:

Bundled Standard Offer Service

Basic Service Charge:

For se rvice  through Se lf-Conta ined Mete rs :
For se rvice  through Ins trument-Ra ted Mete rs :
For se rvice  a t P rimary Voltage :

s
$
$

0.672
1,324
3.415

per day, or
per day, or
per day

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: January 1, 20]0

A.C.C NO. 5808
Canceling A.CC No. 5733

Rate Schedule E-32 s
Revision No. 1

Effective: July l, 2012
Page I off



Exhib it RDB-RJ - 1
Page 3

Q ops RATE SCHEDULE E-32 M
MEDIUM GENERAL SERVICE (101 kW -. 400 kw)

AVAILABILITY

This rate schedule is  available in all territory served by the Company at all points where facilities of adequate
capacity and the required phase and suitable voltage are adjacent to the sites served.

AP P LICATION

This rate schedule is applicable to all S tandard Otter and Direct Access customers whose Average Monthly
Maximum Demand is greater than 100 kW and less than or equal to 400 kW per month.

The Company will place the Customer on the Applicable Rate Schedule E-32 XS, E-32 S , E-32 M, or E-32 L based
on the Average Monthly Maximum Demand, as determined by the Company each year. Such placement will occur
in the February billing cycle following the annual determination. The Company may also place the Customer on the
Applicable Rate Schedule during the year, if the Customer has experienced a significant and permanent change in
load as determined by the Company. Such placement will be based on available information.

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an
individual customer contract.

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for
Standard Offer and Direct Access Services. This schedule is not applicable to breakdown, standby, supplemental,
residential or resale service nor to service for which Rate Schedule E-34 is applicable.

TYPE OF SERVICE

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase
service is  not furnished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is  generally provided at
secondary voltage, primary voltage when the customer owns the distribution transformer(s), or transmission voltage.

RATES

The bill shall be computed at the following rates, plus any adjustments incorporated in this rate schedule:

Bundled Standard Offer Service

Basic Service Charge:
For service through Self-Contained Meters:
For service through Instrument-Rated Meters:
For service at Primary Voltage:
For service at Transmission Voltage:

$ 0.672
$ 1.324
$ 3.415
$26.l63

per day, or
per day, or
per day, or
per day

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: January 1, 2010

A.C.C. NO. 5807

Canceling A.CC No. 5734

Rate Schedule E-32 M

Revision No. I

Effective: July 1, 2012
Page 1 of 5



Exhibit RDB-RJ- l

Page 4

Gaps RATE SCHEDULE E-32 L
LARGE GENERAL SERVICE (401 kW +)

AVA_ILABILITY

This rate schedule is available in all territory served by the Company at all points where facilities of adequate
capacity and the required phase and suitable voltage are adj agent to the sites served.

APPLICAT ION

This rate schedule is applicable to all Standard Offer and Direct Access customers whose Average Monthly
Maximum Demand is greater than 400 kW per month.

The Company will place the Customer on the applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L based
on the Average Monthly Maximum Demand, as determined by the Company each year. Such placement will  occur
in the February billing cycle following the annual determination. The Company may also place the Customer on the
Applicable Rate Schedule during the year, if the Customer has experienced a significant and pennanent change in
load as determined by the Company. Such placement will  be based on available information.

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an
individual customer contract.

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for
Standard Offer and Direct Access Services.

This schedule is not applicable to breakdown, standby, supplemental, residential or resale service nor to service for
which Rate Schedule E-34 is applicable.

T YPE OF SERVICE

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the
Company's Schedule 3  (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase
service is not furnished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities
or where total aggregate HP of a ll  connected three phase motors exceeds 12 HP. Three phase service is required for
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at
secondary voltage, primary voltage when the customer owns the distribution transfonner(s), or transmission voltage.

RATES

The bill shall be computed at the following rates or the minimum rates, whichever is greater, plus any adjustments
incorporated in this rate schedule:

Bundled Standard Offer Service

Basic Service Charge:

For service through Self-Contained Meters:
For service through Instrument-Rated Meters:
For service at Primary Voltage:
For service at Transmission Voltage:

$ 1.068
$ 1.627
s 3.419
$ 22.915

per day, or
per day, or
per day, or
per day

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: January 1, 2010

A.C.C. NO. 5813
Canceling A.C.C. No 5735

Rate Schedule E-32 L
Revision No l

Effective: July l, 2012
Page l of 5



Delivery Services-Energy*
Power Supply Charges2

Base Power PPFAC2
Totals

0-400 kWh $0.033400 $0.053290 Varies $0.086690

401 _ 7,500 kph $0.043400 $0.053290 Varies $0.096690

Over 7,500 kph $0.086900 $0.053290 Varies $0.140190

Exhib i t  RDB-RJ -  l

Page 5

Small General Service
AVAILABILITY
Available throughout the Company's entire electric service area where the facilities of the Company are of adequate capacity and
are adjacent to the premises.

APPLICABILIW
To all general power and lighting service unless otheMse addressed by specific rates, when all energy is supplied at one point
of delivery and through one metered service.

The supply of electric service under a residential rate to a dwelling involving some business or professional activity will be permitted
only where such activity is of only occasional occurrence, or where the electricity used in connection with such activity is small in
amount and used only by equipment which would normally be in use if the space were used as living quarters. Where the portion
of a dwelling is used regularly for business, professional or other gainful purposes, and any considerable amount of electricity is
used for other than domestic purposes, or electrical equipment not normally used in living quarters is installed in connection with
such activities referred to above, the entire premises must be classified as non-residential and the appropriate general service rate
will be applied.

Not applicable to resale, breakdown, standby, or auxiliary service.

Customers must stay on this rate for a minimum period of one (1) year, unless the Customer is disqualified by one of the other
Applicability conditions.

In the event a Customer meets or exceeds 12,000 kph in two consecutive months the Customer will be moved to the Medium
General Service tariff.

CHARACTER OF SERVICE
The service shall be single-phase or three-phase, 60 Hertz, and at one standard nominal voltage as mutually agreed and subject
to availability at point of delivery.

RATE
A monthly bill at the following rate plus any adjustments incorporated herein:

BUNDLED STANDARD OFFER SERVICE - SUMMARY OF BASIC SERVICE AND ENERGY CHARGES

Basic Service Charge: $25.00 per month

Enerqv Charges (Der kwh):



Delivery Services-Energy*
Power Supply Charges?

Base Power PPFAC2
Totals

All kph $0.005000 $0.053290 Varies $0.058290

Exhibit RDB-RJ - 1
Page 6

Medium General Service
AVAILABILITY
Available throughout the Company's entire electric service area where the facilities of the Company are of adequate capacity
and are adjacent to the premises.

APPLICABILITY
To all general power and lighting service when all energy is supplied at one point of delivery and through one metered
service.

In the event measured kW meets or exceeds 750 kW the Customer may be moved to the Large General Sen/ice rate in the
next hilting period.

Not applicable to resale, breakdown, temporary, standby or auxiliary service.

Customers must stay on this rate for a minimum period of one (1) year, unless the Customer is disqualified by one of the
other Applicability conditions.

CHARACTER OF SERVICE
The service shall be single-phase or three-phase, 60 Hertz, and at one standard nominal voltage as mutually agreed and
subject to availability at point of delivery.

RATE
A monthly bill at the following rate plus any adjustments incorporated herein:

BUNDLED STANDARD OFFER SERVICE . SUMMARY OF BASIC SERVICE, DEMAND AND ENERGY CHARGES

Basic Service Charge: $100.00 per month

$14.61 per kWDemand Charge:

Energy Charge (per kwh):

2.

3.

1. Delivery Services-Energy is a bundled charge that includes: Local Delivery, Generation Capacity and
Transmission.
The Power Supply Charge shall be comprised of the Base Power Charge and the Purchased Power and Fuel
Adjustment Clause (PPFAC), a per kph adjustment in accordance with Rider-1. The PPFAC reflects
increases or decreases in the cost to the Company for energy either generated or purchased above or below
the base cost per kph sold. Please see Rider-1 for current rate.
Total is calculated above for illustrative purposes, and excludes PPFAC, because the PPFAC changes
monthly pursuant to Rider-1 PPFAC. while only non-variable components are included in the illustration
above, a Customer's actual bill in any given billing month will retiect the applicable PPFAC for that billing
month.



S TANDARD RATE Power

Supply

Distribution Charges
Total
Rate

Metering
Meter

Reading Billin g Access To ta l

Cus tomer Charge
($/Cus tomer/Mo)

Single Phase
Three Phase

$18.00
$26.00

$5.35
$5.35

$6.21
$6.21

$1.62
$1.62

$4.82
$12.82

$18.00
$26.00

Energy Charge ($/kWh) $9.0830 $0.0505 $0,0505 $0.1335

E xh ib it  R DB-R J -  1
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ELECTRIC RATES

TRICO ELECTRIC COOPERATIVE, INC.
8600 W. Tangerine Road
Mara fa, Arizona 85658
Filed By: Vincent Nitido
Title: CEO/General Manager

Effective Date: August 1, 2009

S TANDARD OFFER TARIFF

GENERAL S ERVICE
S CHEDULE GS I

GENERAL S ERVICE LES S  THAN 10 KW

Av a i la b i l i t v

In  th e  C oop e ra tive 's  C e rtific a te d  Are a  wh e re  its  fa c ilit ie s  a re  of a d e q u a te  c a p a c ity a n d  th e  re q u ire d

p h a s e  a n d  s u ita b le  volta g e  a re  in  e xis te n c e  a n d  a re  a d ja c e n t to  th e  p re m is e s  s e we d .

Ap p lic a t io n

Th e  G e n e ra l S e rvic e  Le s s  Th a n  1 0  kW  R a te  (G S I)  is  a p p lic a b le  for  s in g le  a n d  th re e  p h a s e  s e rvic e

for m ore  th a n  on e  re s id e n c e  from  a  s in g le  m e te rin g  p oin t,  C om m e rc ia l,  Bu s in e s s ,  P rofe s s ion a l,  a n d  va riou s

s iz e d  In d u s t r ia l lo a d s  le s s  t h a n  1 0  kw.  All s e r vic e  s h a ll b e  d e live r e d  a t  a  s in g le  s e r vic e  lo c a t io n .  T h e

C oop e ra tive  re s e rve s  th e  r ig h t to  m e te r  in  th e  m os t p ra c tic a l m a n n e r,  e ith e r  p rim a ry or  s e c on d a ry vo lta g e .

Tv p e  o f S e r v ic e

T h e  typ e  o f s e rvic e  a va ila b le  u n d e r  th is  s c h e d u le  will b e  d e te rm in e d  b y th e  C o o p e ra t ive  a n d  will

n o r m a lly b e :

1 2 0 /2 4 0  volt  s in g le  p h a s e ,  1 2 0 /2 0 8  volt  th re e  p h a s e ,  or  2 7 7 /4 8 0  volt  th re e  p h a s e

Monthlv Rate

Minimum Monthlv Charge
The grea ter of the  following, not including a ny wholes a le  power cos t a djus tor or a ny other a dder

a pproved by the  Arizona  Corpora tion Commis s ion:
l . The Cus tomer Cha rge,
2 . $1 .00 per kA of required tra ns former ca pa city,

The amount specified in the written contract between the Coopera tive and the cus tomer.fs
J .

I Illlll _



S TANDARD RATE Power

Supply

Distribution Charges
Total
Rate

Metering
Meter

Reading Billing Access To ta l

Customer Charge
($/CustomerfMo)

Single Phase
Three Phase

$18.00
$26.00

$6.21
$6.21

$5.35
$5.35

$4.82
$12.82

$1.62
$1.62

$18.00
$26.00

Billing Demand ($/kW/Month)
Firs t 10 kW/month
Each kW over 10 kW/month

no charge
$4.50

no charge
$450

no charge
$4.50

Energy Charge ($/kWh) $0. l l l8 $9.0262 $0.0262 $0.l380

Exhibi t  RDB-RJ- 1
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ELECTRIC RATES

TRICO ELECTRIC COOPERATIVE, INC.
8600 W. Tangerine Road
Mara fa, Arizona 85658
Filed By: Vincent Nitido
Title: CEO/General Manager

Effective Date: August 1, 2009

S TANDARD OFFER TARIFF

GENERAL S ERVICE
SCHEDULE GS2

GENERAL S ERVICE 10 KW TO 200 KW

Availabi l i tv

In the Cooperative's  Cert if icated Area where its  fac il i t ies are of  adequate capacity and the required

phase and suitable voltage are in existence and are adjacent to the premises sewed.

Ap p lic a t io n

Th e  G e n e ra l S e rvic e  1 0  kW  to  2 0 0  kW  R a te  (G S 2 ) is  a p p lic a b le  for  s in g le  a n d  th re e  p h a s e  s e rvic e

fo r  a ll o f th e  e le c t r ic  s e rvic e  u s e d  fo r  a g g re g a te d  R e s id e n t ia l lo a d s ,  In d u s t r ia l,  C o m m e rc ia l,  Bu s in e s s ,

P rofe s s ion a l,  a n d  o th e r  va riou s  s iz e d  loa d s  wh e n  th e  loa d  re q u ire m e n t is  g re a te r  th a n  1 0  kW  b u t le s s  th a n

2 0 0  kW  a n d  h a s  a  m on th ly loa d  fa c to r  o f3 0 %  or  le s s  b a s e d  on  twe lve  m on th s  fa c tu a l c on s u m p tion  h is to ry,

or  in  th e  a b s e n c e  of s u c h  h is to ry,  on  s e rvic e  loa d  c h a ra c te r is t ic s .  All s e rvic e  s h a ll b e  d e live re d  a t  a  s in g le

s e rvic e  loc a tion .  Th e  C oop e ra tive  s h a ll h a ve  th e  r ig h t to  m e te r  in  th e  m os t p ra c tic a l m a n n e r.

Tv p e  o f S e r v ic e

T h e  typ e  o f s e rvic e  a va ila b le  u n d e r  th is  s c h e d u le  will b e  d e te rm in e d  b y th e  C o o p e ra t ive  a n d  will

n o rm a lly b e :

1 2 0 /2 4 0  volt  s in g le  p h a s e ,  1 2 0 /2 0 8  volt  th re e  p h a s e  or 2 7 7 /4 8 0  volt  th re e  p h a s e

Monthly Rate



STANDARD RATE Power
Supply

Distribution Charges
Tota l Rate

Metering Meter
Reading Billing Access To ta l

Cus tomer Charge
($/Cus tomer/Mo)
Single-Phase
Three-Phase

$18.00
$26.00

$4.82
$12.82

$5.35
$5.35

$6.21
$6.21

$1.62
$1.62

$18.00
$26.00

Billing Demand ($/kW/Month) $10.70 $5.95$5.95 $16.65

Energy Charge ($/kWh) $0.0547 $002830$002830 $00830

Exhibit RDB-RJ- 1
Page 9

ELECTRIC RATES

TRICO ELECTRIC COOPERATIVE,  INC.
8600 W. Tangerine Road
Marina, Arizona 85658
Filed By: Vincent Nitido
Title: CEO/General Manager

Effective Date: August 1, 2009

STANDARD OFFER TARIFF

GENERAL SERVICE
SCHEDULE GS3

GENERAL SERVICE LESS THAN 12,000 KW

Availabilitv
In the Cooperative's Certificated Area where its facilities are of adequate capacity and the required

phase and suitable voltage are in existence and are adjacent to the premises served.

Application
The General Service Less Than 12,000 kW Rate (GS3) is applicable for single and three phase

service for all of the electric service used for aggregated Residential loads, Residential loads requesting
demand billing, Industrial, Commercial, Business, Professional, and other various sized loads from 10 kW
to 11,999 kw. All service shall be delivered at a single service location, The Cooperative shall have the
right to meter in the most practical manner, either primary or secondary voltage.

Tvpe of Service
The type of service available under this schedule will be determined by the Cooperative and will

normally be:
120/240 volt single phase, 120/208 volt three phase or 277/480 volt three phase

Monthly Rate


